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Are General Fire Insurance Carriers 


Millers Mutual Fire Insurance Co..................4. Harrisburg, Pa. 





Millers Mutual Fire Insurance Co................... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co............. Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association. ................- Alton, III. 
Grain Dealers National Mutual Fire Ins. Co........... Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co............. Kansas City, Mo. 
National Retailers Mutual Insurance Co................... Chicago, III. 
Michigan Millers Mutual Fire Insurance Co..........-... Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co................. Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAL 
400 W. Madison St., Chicago, Il. 


A Service organization maintained by the Mill Mutuals. 
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LUMBER MUTUALS 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 

















INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMENS MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 
Gw1C€E 


Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Lumbermens Mutual Insurance 





Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna.—Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 
Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — 


Martin Agency, Seattle. 



























































LAWRENCE E. ENSOR 


Commissioner of Insurance 


STATE OF MARYLAND 


RIOR to his appointment as Insurance Commissioner of Maryland Mr. Ensor 

was States Attorney of Baltimore County for two terms and previously had 
been assistant in the same office. Before that he had a number of years experience 
in the general practice of law. He is widely known for his activities in civic 
affairs and is a past department commander of the American Legion. Although 
only a few weeks in his new position he has shown marked ability in compassing 
the problems of the Maryland Department. 
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COMMISSIONERS CONVENTION 


ATEVER of discourage- 
ment there may be because 
of the slow progress in im- 


provement of insurance practices as 
reflected in the proceedings of the 
Commissioners’ Convention, :this is 
tempered by rare occurrences that are 
really forward looking in effect. Out 
of the most recent meeting of the 
N.A.I.C. came several such incidents. 
One of these was the presidential ad- 
dress of Commissioner Harrington 
of Massachusetts, which contained 
some timely thinking on the needs of 
the insurance industry. 


He stepped into the arena to risk 
breaking a lance in advocating wide 
coverages which would more nearly 
approximate comprehensive _ policies. 
There is sound sense in his desire to 
see the problem thoroughly explored. 
He said in part: 


“Tf our American companies are to be 
expected to give competent service con- 
sistent with the changing economic:-con- 
ditions of the world, we insurance com- 
missioners must assume the leadership 
in bringing about a change in the re- 
strictive laws which prevent the develop- 
ment of broad, comprehensive coverages. 


“Our American insurance companies 
have grown up. Many of our fire, life 
and marine companies are celebrating 
100 years of service to the public. Our 
casualty companies have reached the age 
of maturity. American insurance is cap- 
able of serving the public anywhere in 
the world; only the restrictive American 
laws prevent this service. Many finan- 
cially sound insurance companies, staffed 
by honest, able, progressive and intelli- 
gent managements, are anxious to serve 
American interests wherever they may, 
in the world of tomorrow. Our co-oper- 
ation is necessary to make this possible. 


“We who have spent our lives in the 
insurance business realize that the de- 
velopment of progressive policies and 
the efforts on the part of company 
groups to issue in one contract all kinds 
of personal property and liability in- 
surance indicate a demand on the part of 
the public for insurance contracts inclu- 
sive of all types of hazards at reasonable 


cost. If we can make it possible for all 
companies to issue such policies, many 
of the alleged unfair practices, which 
now occupy our attention, will be elim- 
inated.” 

We presume that the Commission- 
er senses also that the public has be- 
gun to stir with definite impatience 
over insurance inertia. He sees that 
the wise company head and the wise 
department official would do well to 
be out in advance of this demand by 
the people who put their money into 
policies. The old idea of many car- 
riers that they are conferring a fa- 
vor when they pay losses doesn’t 
click with modern developments. Just 
about this time of the year the in- 
surance pages of newspapers and 
magazines are full of data about how 
much the public has received from 
companies. Too often the fact is 
neglected that these funds were sup- 
plied by the policyholders in the first 
place. 

Commissioner Harrington sounded 
a popular note when he advocated 
that the buyer of insurance should 
get his full money’s worth of exactly 
what he wants, regardless of how 
outworn tradition,may regard it. And 
one of the best ways to do this he 
thinks is to put comprehensive cov- 
erage in a convenient package and 
make it easy to get. 

Alongside of this view must be 
laid, of course, the practical consid- 
erations which comprehensive cover- 
age would immediately engender. 
There would have to be safeguards to 
prevent monopoly in this field; there 
would have to be changes in certain 
laws, and expansion of regulation; 
the small insurance company must 
somehow be given a chance to be 
formed, to compete and to grow. The 
whole matter is not at all simple. It 
has the makings of being one of the 
biggest problems in insurance history. 
But the courage of the Commissioner 
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is to be commended and the insurance 
industry should go along with the 
idea that the whole scope of the ques- 
tion ought to be studied as a long- 
time proposition to achieve, finally, 
better service for the policyholder. 

The president of the Commission- 
ers also fired an effective shot when 
he advocated that companies are 
grown up enough to branch out into 
foreign country fields. This is a log- 
ical step for those prepared to make 
the start. He said on this subject, 
in part: 

“The Committee (Laws and Legisla- 
tion) will concern itself with ways and 
means of authorizing American insur- 
ance companies to follow American in- 
terests with American insurance where- 
ever it is required in the world. The 
business interests of a great commercial 
nation have a right to expect such serv- 
ice. The demand for it is increasing 
daily. This has given rise to the sug- 
gestion that alien companies will resent 
this program. I am confident that there 
is no basis for this suggestion. Cer- 
tainly, if we are willing to permit alien 
companies to do business in this country 
on an equal competitive footing with 
our American companies, there can be 
no objection to American companies do- 
ing business in the trade marts of the 
world in competition with alien com- 
panies. 

Another heartening incident was 
the nature of the resolution adopted 
by the Committee on Federal Legis- 
lation. The text leads to the surmise 
that on sober second thought the 
Commissioners had concluded that 
the Federal bills now before Congress 
would not, if passed, solve the states 
rights question. For the resolution 
did not advocate support of the bills 

only suggested that insurance leg- 
islation be watched carefully. 

Nearly everybody concerned — in- 
cluding a large number of those who 
had first rushed to the support of the 
hills —by now, will say that they 
would have preferred that the 
troubles of no single group of com- 
panies had become mixed up with 
Federal legislation. 

That there is a practical certainty 
of regulation by the Federal Trade 
Commission Act and other acts if 
the bills are passed, is fast becoming 
a universal opinion. The fat that is 
in the fire need not have been there if 
proper attention had been paid to 
probabilities, and cooperative advice 
had been sought in the first place. 
Perhaps insurance yet can rehabili- 
tate its prestige before the public and 
before Congress by some concerted 
action along reasonable lines. The 
action of the Commissioners in not 
definitely supporting the bills in their 
objectionable form may help in this 
project. 

The resolution looking toward a 
solution of the perennial controversy 
over countersignature laws was also a 
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distinctly progressive step. To have 
N.A.L.C. backing for the view that 
commission arrangements should be 
strictly a matter of contract between 
companies and agents, will remove 
from the legislative field much that 
has troubled the lawmakers of many 
states each session. In like manner 
the declaration of the guiding prin- 
ciple that insurance solicitation should 
be left open to either salaried or 
commissioned agents will tend to cool 


what. heretofore has often been 
heated argument. The net result of 
the entire action is to protect all legit- 
imate interests of good agents and 
assist in the campaign of convincing 
the public that agents are worthy of 
trust and confidence. 

In the above respects and others 
the Commissioners’ Convention just 
concluded may be set down as having 
made desirable contributions to the 
general insurance picture. 


COMMISSIONERS MEETING IN NEW YORK 


HE Winter meeting of the Na- 
I tional Association of Insurance 
Commissioners was held from 
November 28 to December. 1, 1943 at 
the Hotel Commodore, New York 
City. In accordance with custom a 
meeting of the executive committee 
was called on the Sunday afternoon 
preceding the opening of the general 
convention to dispose of various rou- 
tine matters and clear the deck for 
the active sessions of important com- 
mittees later. Of most interest was 
the discussion about improving the 
educational quality of subsequent 
conventions by introducing a plan 
whereby subjects would be assigned 
to various Commissioners with others 
being asked to present formal com- 
ments. It was thought that by this 
means more positive action could be 
brought about on questions that need 
solution at this busy time in the in- 
surance world. 


An announcement was made that 
Commissioner George L. Neel of 
Pennsylvania had been chosen by the 
committee to serve instead of former 
Commissioner John B. Gontrum as a 
member of the executive committee, 
the latter having been recently ap- 
pointed as Associate Judge in the Cir- 
cuit Court of Baltimore County, 
Maryland. 

The strength of the convention re- 
vealed itself in substantial fashion at 
the first general meeting on Monday 
forenoon when nearly 700 commis- 
sioners and representatives of vari- 
ous companies and associations as- 
sembled to hear the presidential 
address by Commissioner Harrington 
of Massachusetts, comment on which 
will be found on our editorial page. 

Previously there was an invocation 
by Col. J. Burt Webster, Chaplain of 
the United States Army, a vocal solo 
by Mrs. J. Herbert Graves, a roll call 
by secretary Jess G. Read showing 
42 states and 2 provinces of Canada 
represented, a welcome to New York 
State by Robert E. Dineen the new 
Superintendent of Insurance of the 
State of New York, a response by 


Commissioner Newell R. Johnson of 
Minnesota, vice-president of the As- 
sociation, a welcome to New York 
City by B. Thompson Smith, director 
of Real Estate in the City of New 
York, and a response by Commission- 
er James M. McCormack of Tennes- 
see, chairman of the executive com- 
mittee. 

At noon on Monday was the tradi- 
tional luncheon sponsored by the 
New York Insurance fraternity at 
which Captain Maurice M. Wither- 
spoon, Chaplain of the United States 
Navy, kept his audience on their 
mettle to follow his rapid-fire descrip- 
tion of experiences ranging from 
Attu Island to Guadalcanal and many 
points between. The Captain had a 
way with him which inspired fre- 
quent applause and left the impres- 
sion that the solace of religion was 
being effectively supplied to our boys 
in the service to the great benefit of 
their morale. 


On Monday morning the big crowd 
was on edge to be in on a projected 
face-to-face controversy between 
Clarence Hobbs, Special Representa- 
tive, National Association of Insur- 
ance Commissioners and Commis- 
sioner McCormack of Tennessee who 
during the past few months have ex- 
changed pointed remarks in letters 
concerning workmen’s compensation 
rates in the Commissioner’s | state. 
However, this did not come off as 
expected but was postponed until a 
later day and to the disappointment 
of hundreds was staged behind close- 
ly guarded doors. No detailed report 
was made of the meeting but it was 
surmised that an effort was made to 
harmonize the views of the two prin- 
cipals. To judge the result the pub- 
lic will probably have to await evi- 
dence in the form of further action 
by the Commissioner. 


At the initial meeting of the com- 
pensation committee, Commissioner 
Harrington dwelt at considerable 
length on the lack of statistical data 

. 


(Continued on page 20) 
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Insurance Research 
BY RALPH H. BLANCHARD* 


CoML 


HE insurance business is based 

on scientific principles, more or 

less refined and more or less 
abused in their application. Often 
they are ignored or perverted. The 
business suffers from schizophrenia 
—it is torn between the desires of the 
manager, the salesman, and the actu- 
ary. The relative effectiveness of the 
actuary varies enormously. In fire 
insurance actuarial theory is applied 
only in the crudest way with a view 
to aggregate financial success; in life 
insurance and workmen’s compensa- 
tion insurance it is an effective and 
recognized tool. 

But in all fields of insurance except 
life actuarial science has been used 
almost entirely as a means to imme- 
diate ends. Its extensive development 
and application in workmen’s com- 
pensation insurance and its consider- 
able use in other important casualty 
lines have been brought about largely 
by the necessity of justifying rates 
and reserves and by competitive com- 
pulsion. In general, insurance prac- 
tices and, later, theories are adjusted 
to the world outside insurance by 
gradual yielding to pressure; one 
hears much of “meeting competition”, 
and proposals are frequently held to 
be without merit because “there is no 
demand”. Little has been attempted 
and less accomplished in the way of 
investigation for the purpose of 
learning more about insurance with- 
out reference to pressing practical 
problems. 

Misinformation and irresponsible 
reasoning are used both by those who 
attack and those who support the 
present insurance structure, usually 
in complete conviction of righteous- 
ness. “Why be a hypocrite when it 
is so easy to deceive yourself?” Dis- 
cussion of major insurance problems 
proceeds in a cloud of dust with un- 
satisfactory results. Many very vo- 
cal disputants seem to resent the in- 
timation that, whatever one’s conclu- 
sions may be, one’s facts should be 
accurate. And post-hoc-propter-hoc 
reasoning is accepted as logical dem- 
onstration. 

In other words, although much is 
said of insurance as a science, the 
scientific approach has not been gen- 
erally accepted. The process of 
meeting problems with unstudied fig- 
, * Presidential address before the Casualty Ac- 


tuarial Society, New York City, November 17, 
1943. 


ures and loose, even if temporarily 
effective, reasoning means that the 
same problems are recurrent. They 
may be forced under cover from time 
to time but if they are not attacked 
with accurate and full information 
and with sound reasoning, they are 
not solved, and will appear again to 
plague us. Aspirin will not cure a 
headache that results from underly- 
ing organic maladjustments. 


I suggest that insurance interests 
would do well to set up a research 
organization whose function would 
be to study thought and practice in 
all phases of insurance and to report 
facts and conclusions. Such an or- 
ganization should not be available for 
the solution of current problems nor 
for accumulation of ammunition to 
support preconceived positions. Its 
spirit should be that of the scientist, 
rather than that of the executive 
whose prime interest is in current re- 
sults. This is not to say that research 
should be impractical—its only jus- 
tification would be that of usable re- 
sults for insurer and insured. My 
point is that its value should not be 
tested by immediate practical useful- 
ness nor should it be called upon to 
support, competitive or other contro- 
versial activity. 





To be practical in the long run—to 
achieve significance and results in 
terms of information, thought, and 
practice — a research organization 
should concern itself with much that 
is impractical over the short term. Its 
only short-term test should be unbi- 
ased and competent study of insur- 
ance problems. It should be critical 
in the sense of seeking accurately to 
evaluate data and conclusions from 
data. It should be constructive in 
the sense of being always bent on 
eliminating the unsound and promot- 
ing adoption of the sound. Its pri- 
mary purpose should be to keep in- 
surance in advance of or at least in 
tune with the times. 


The methods of social science are 
more applicable to insurance than are 
those of physical science. Insurance 
phenomena can not be isolated and 
controlled in the laboratory — insur- 
ance and the hazards on which it is 
based are constantly changing, and 
the research student in this field must 
study trends and the preponderance 
of the evidence. Most facts will be 
the result of complicated sets of 
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causes in a state of flux rather than 
the carefully arranged combinations 
of the exact scientist. But just as the 
“impractical” investigations of a Far- 
aday or a Steinmetz have led to highly 
“practical” applications, so the rumi- 
nations and calculations of an insur- 
ance research worker should lead to 
useful improvements in insurance. 
And just as General Electric and 
General Motors have the good will of 
the public largely because they antici- 
pate demand, so the insurance busi- 
ness might achieve greater accept- 
ance as a beneficial institution. 

But insurance needs something 
more than merely improvements of its 
methods and its product; it needs to 
convey to the public (and its repre- 
sentatives) in understandable terms 
what it is doing. The term “public 
relations” is used to cover a vast area 
and is at the moment in high repute. 
Public-relations efforts are often only 
attempts to talk the public into ac- 
ceptance of an idea or product with- 
out too much consideration of the 
effect of the idea or of the product it- 
self on its long-run acceptability. 1] 
believe that research could improve 
the methods of insurance carriers and 
their product and develop the analy- 
sis which would furnish a basis for 
making these improvements under- 
standable. 


The success of a research organiza- 
tion would depend quite as much on 
the executive and operating personnel 
of the insurance business as on the 
person in direct charge of research. 
His quasi-autonomous position and 
his function as an associate rather 
than as a cog in the machine must be 
generally recognized. Above all he 
must be encouraged in independence 
of investigation and thought, for his 
carrying out of the principal purpose 
of his organization should lead him to 
discover what he believes to be de- 
fects in the methods of his employers 
and of the business generally. Such 
discoveries or recommendations for 
change, whether accepted or not, 
should be received sympathetically 
rather than antagonistically. 

(Continued on page 10 
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Looking Ahead at Air Cargo Insurance 


Will Airplanes do to the Railroads, Steamships and Trucks 
what the Automobile did to the Horse and Wagon? 


BY W. H. RODDA* 


HE remarkable accomplish- 
ments of the Air Transport 


Command in carrying war sup- 
plies by airplane to all parts of the 
world have helped to show the future 
possibilities of speedy freight han- 
dling by air. Everything from med- 
ical supplies to jeeps and tanks have 
been carried by planes in this far- 
flung activity. There is a natural 
tendency to project the development 
of cargo hauling by air in the post- 
war period on the basis of the work 
done by the Air Transport Command. 
From the technical standpoint it is 
perfectly sound to estimate what can 
be done in the way of air transporta- 
tion on the basis of what is being 
done in the war effort. However, 
from the economic standpoint an en- 
tirely different view must be taken. 
The military officers in charge of 
fighting the war cannot take into ac- 
count the cost of air transport as 
compared to surface transport for a 
badly needed piece of equipment. The 
absence of a few tanks may mean the 
difference between winning and los- 
ing a particularly important engage- 
ment. In peacetime, on the contrary, 
such speedy transportation at high 
cost must be justified by resulting 
economies in other respects, or by 
emergencies where human life or the 
protection of other property depend 
upon rapid transportation of some 
particular item. The vast bulk of 
peacetime cargo will be shipped by 
the means which results in the great- 
est profit on each type of commodity. 


All kinds of wild and overly opti- 
mistic predictions have been made. 
Some of these forecasts have been 
by people who have not taken the 
trouble to analyze the situation fully, 
and unfortunately some such predic- 
tions have been made by men in the 
aircraft industry in the face of more 
sober facts available to them. Cer- 
tainly, we can expect a tremendous 
increase in the number of airplanes 
and in the amount of cargo to be 
hauled by airplanes in the years fol- 
lowing the present war. But every- 
one, both in the aviation industry and 
in the insurance industry serving avi- 
ation, must realize that the growth 
will have to be based on peacetime 
economics and not on wartime trans- 


*W. H. Rodda is secretary of the Mutual Air- 
craft Conference, the safety and rating organiza- 
tion of mutual fire insurance companies in the 
field of aircraft hull insurance. 





Air Force Photo from Acme 


Cross country freight planes are airliners without the expensive trappings of passenger planes. 
Freight does not need plush seats nor the services of a pretty hostess enroute. 


port of militarily strategic material. 
Aviation will become an important 
adjunct and an essential part of the 
transportation picture, but it must be 
realized that airplanes are not going 
to put the railroads, steamships and 
truck lines out of business. 


An analysis of the problems of 
cargo transportation in terms of what 
they mean to the ordinary individual 
will serve to set in their proper per- 
spective air transportation and sur- 
face transportation. .A large propor- 
tion of the freight hauled in America 
is so-called “heavy freight” which has 
a low cost per pound and does not 
need to move rapidly. An ideal ex- 
ample of this type of freight is coal. 
The value of coal at the mine is much 
less than 1 cent per pound. By the 
time the coal reaches the consumer, 
transportation and handling charges 
have raised this price in many cases 
to three and four times the cost of 
the coal at the mine. For example, 
a ton of coal which may cost four or 
five dollars per ton in Pennsylvania 
or West Virginia may cost from $10 
to $15 per ton in Chicago. 

The freight charge included in the 
final price of coal to the consumer is 
less than 1 cent per ton mile. The 
“ton mile” is a basic figure for trans- 
portation cost and should be ex- 
plained further. The cost per ton 


mile is the cost of hauling one ton of 
freight for a distance of one mile. 
For example, a ton of Pocahontas 
coal from West Virginia is shipped 
approximately 500 miles to Chicago 
for $3.49. The cost of freight, there- 
fore, is about seven-tenths of a cent 
for each mile the ton of coal is 
hauled, or $.007 per ton mile. 


The average freight rate received 
by American railroads during the 
past few years has averaged slightly 
less than 1 cent per ton mile. For 
convenience, therefore, and for the 
sake of comparison, the writer will 
take as the cost of hauling freight by 
railroad a figure of 1 cent per ton 
mile. It must be understood, how- 
ever, that the rate for any particular 
commodity may vary considerably 
from this figure. For example, it is 
much cheaper to ship coal than it is 
to ship perishable fruit which must be 
kept constantly iced in order to pre- 
vent deterioration. The 1 cent figure 
is used as an average and for com- 
parative purposes only. 

Keeping in mind the ton of coal 
which can be shipped a distance of 
500 miles for about $3.50, let us ex- 
amine the cost of hauling freight by 
airplane. For modern types of air- 
planes, operating with full, load and 
at economically profitable distances 
the airlines figure their cost for car- 
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rying freight at about 30 cents per 
ton mile. This is actual operating 
cost without any pickup and delivery 
service, and without taking into ac- 
count the inevitable loss in efficiency 
when only partial loads are carried a 
part of the time. 

The actual charges made in the 
United States for the handling of air 
freight (or air express as it is more 
commonly called) are more than 
twice the 30 cent basic figure which 
represents cost. Present charges for 
private freight are close to 70 cents 
or 75 cents per ton mile. Air mail 
contracts between the government 
and two of the larger air lines pro- 
vide a rate of 60 cents per ton mile. 
These charges may have been justi- 
fied in the past because planes fre- 
quently were operating with compar- 
atively small loads, and the freight 
was necessarily handled on passenger 
ships which are much more luxuri- 
ously equipped and operated than is 
necessary for freight. It is hoped 
that there will be a sharp drop in 
freight rates by air carriers as freight 
planes become more common and the 
planes are carrying more nearly full 
loads. More efficient operation and 
improved models of planes will also 
help somewhat in this direction, al- 
though the basic cost of 25 cents or 
30 cents per ton mile is not likely to 
drop materially for several years. 

For purposes of comparison let us 
say that the ton of coal could be car- 
ried for an air freight rate of 50 cents 
per ton mile. The cost of carrying 
that ton of coal 500 miles by air 
would therefore be $250.00 as com- 
pared to $3.50 by railroad. Obvi- 
ously, the people in Chicago are not 
going to pay $250.00 for a ton of 
coal shipped by air when they can 
purchase the same coal shipped by 
railroad for $10 or $15 per ton. The 
fact that it takes two or three weeks 
to ship a ton of coal from West Vir- 
ginia to Chicago as compared to over- 
night by airplane is of no conse- 
quence. Mine operation and storage 
facilities are such that the time ele- 
ment is not normally important in the 
handling of coal. 

ee @ ®@ 


ET us take another commodity 

for comparison where the value 
per pound is higher than the value 
of coal per pound and where there is 
an element of perishability. A good 
example of this type of cargo would 
be oranges. Current prices for Flor- 
ida oranges in the Chicago market 
are around 9 cents per pound. Per- 
haps 1 cent of this figure can be as- 
signed as the freight cost between a 
typical Florida shipping point and the 
Chicago area. 
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On the basis of something over 30 
cents per ton mile for air cargo it 
would cost more than 15 cents per 
pound to ship the oranges from Flor- 
ida to Chicago by airplane. There- 
fore, if these same oranges were 
shipped by air instead of by rail the 
cost per pound in the Chicago market 
would be increased from 9 cents per 
pound to 25 cents or 30 cents per 
pound. While the difference is not 
as much in proportion as in the case 
of coal, it is still unlikely that the 
public would pay that much of a dif- 
ferential in cost, even though the 
oranges might arrive in somewhat 
better condition and be better flav- 
ored because of the saving in ship- 
ping time. While oranges are perish- 
able, the time element is not suffi- 
ciently important to justify overnight 
shipping. 


Let us move one step further to 
the class of merchandise where ship- 
ments by air have certain definite ad- 
vantages. Air shipment is obviously 
of value in connection with products 
that have a rapid perishability. In 
speaking of rapid perishability we are 
thinking in terms of hours rather 
than days. It appears that there is a 
growing tendency to ship cut flowers 
from Southern regions to some of 
the Northern areas. Even though 
packed with the greatest of care and 
skill it is clear that even a few hours 
extra travel time would make long 
distance shipment of cut flowers im- 
practical. As a matter of fact, the 
shipment of cut flowers for consid- 
erable distances is something that has 
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grown up almost entirely since air 
transport has been available. 


There are other commodities where 
perishability is not as great as that 
of cut flowers but is considerably 
higher than that of oranges. Such 
fruit as apples, pears and cherries 
cannot be picked and shipped green 
as in the case of oranges. The for- 
mer fruits cease ripening when they 
are removed from the tree and can- 
not be picked until they are practi- 
cally ready for use. Produce men 
feel that many fruits must be in the 
hands of consumers within 24 to 48 
hours of being picked in order to be 
used at the peak of their flavor. It 
is true that several days now elapse 
between picking and use but there is 
a definite loss of flavor. Even though 
the value per pound might be in- 
creased a considerable amount by 
shipping these commodities by air, 
the improved flavor might be suff- 
cient to induce the consumer to pur- 
chase the air-borne fruit rather than 
the fruit shipped by conventional sur- 
face transportation. 


The element of spoilage is some- 
thing that must be considered by 
shippers and consignees alike when 
comparing air and surface transpor- 
tation in connection with such highly 
perishable fruits. Even though pears, 
cherries and similar fruits are packed 
most skillfully, there is some spoil- 
age which must be taken into account 
in setting the final consumer price. 
Shipment by air will reduce this 
spoilage and thereby offset a part of 
the increased cost of transportation. 





Small planes can carry up to 1500 pounds of cargo—will they supplant trucks 
for short haul freight? 
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In addition, it is generally felt that 
air transportation is somewhat 
smoother than surface transportation 
resulting in a smaller amount of pack 
bruising on fruit shipped by air. This 
fact also influences the shippers of 
really choice fruit. 
ee ee ® 


ERISHABILITY is not the only 

factor which enters into the 
question of whether a particular com- 
modity can be shipped economically 
by air. As a matter of fact probably 
even more important than the factor 
of perishability is the value per 
pound. It has been seen that in con- 
nection with commodities like coal 
and oranges where the value per 
pound may be less than 1 cent, or 
even as high as 10 cents or 20 cents 
per pound, the added cost of shipping 
that commodity by air is considerable 
in proportion to the value of the com- 
modity at the shipping point. As the 
value of the commodity increases the 
relative importance of the shipping 
cost decreases. Whereas the cost of 
a ten cent article is more than doubled 
by the addition of a 15 cent shipping 
charge, the cost of a dollar article is 
increased only 15% by the same 
charge. 

Articles having a high value per 
pound include jewelry, pharmaceuti- 
cals, certain types of clothing, tobacco 
products, liquors, perfumes and sim- 
ilar products. Certain machine parts 
and scientific instruments also have a 
high value per pound and a great 
deal of the present wartime air cargo 
consists of these precision parts 
which are needed in a hurry to com- 
plete war machinery. It is likely that 
a certain amount of this latter type of 
cargo will continue to be shipped by 
air in peacetimes. 

Handlers of high-value commodi- 
ties attempt to push them through to 
the ultimate consumer or user as rap- 
idly as possible. Every day that is 
lost in transit means extra time that 
important capital is tied up in the 
equipment or commodities. Any re- 
duction in shipping time releases the 
capital that much sooner and helps to 
offset the increased shipping costs. 
In many instances shipment by air 
might permit a manufacturer to put 
his invoices through for immediate 
collection instead of discounting 
them. 

It can be seen, therefore, that there 
are numerous factors which will de- 
termine which commodities are likely 
to be shipped by air under peacetime 
economics. Important among these 
factors are high perishability, high 
value per pound, and the amount of 
saving which is available by rapid 
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shipment of the material from pro- 
ducer to consumer. It appears that 
there are a sufficient number and suf- 
ficient quantity of such commodities 
to fill up air cargo space as rapidly as 
it becomes available. This is even 
more likely to be true if air freight 
rates are reduced from their present 
levels to something near the actual 
operating cost of 25 cents or 30 cents 
per ton mile. 

Insurance companies that plan to 
insure air freight are vitally inter- 
ested in what type of commodity will 
be shipped by air as a result of these 
factors. Most of the insurable car- 
goes will consist of highly perishable 
freight and commodities which have 
a high value per pound. This need 
not frighten the insurance companies 
because they are already accustomed 
to insuring that class of merchandise. 
Low-value products such as coal are 
normally not insured by the shipper. 
It is true that truck operators fre- 
quently carry insurance to protect 
against their legal liability even in 
connection with low-value commodi- 
ties, but by far the majority of trans- 
portation insurance both as to ship- 
per and as to hauler is in connection 
with the higher value goods. It is 
likely that the average value per 
pound of air express will be much 
higher than the average value per 
pound of other insured shipments, 
but this factor will be taken care of 
automatically if the insurance com- 
panies make certain that their pre- 
miums are based upon value rather 
than upon weight. 


LTHOUGH the insurance com- 
panies are already familiar with 
the insuring of the types of cargo 
which will be shipped by air, there is 
an important question’ as to whether 
shipment by air involves different or 
additional hazards to shipment by 
surface transportation. From the 
standpoint of the airplane operator 
there are several special problems in- 
volved in the handling of air cargo 
and these problems affect the insur- 
ability of cargoes. 

The most important difference be- 
tween the handling of air cargo and 
surface cargo is in the adding of a 
third dimension in the movement of 
air cargo. When freight cars, 
trucks, or boats are loaded, the most 
important principle of stowing the 
cargo is to fasten it so that it cannot 
slip or sway sideways or to the front 
or rear. In other words, protection 


must be given against movement in 
two dimensions. Normally the weight 
of the cargo is sufficient to prevent 
any vertical movement. Here the law 


of: gravity comes to the assistance of 
the shipper in preventing shifting of 
cargo. 

The situation is entirely different 
when considering a cargo within an 
airplane in flight. Not only must the 
-argo be protected against shifting in 
horizontal directions but it must also 
be protected against vertical shifting. 
In the early days of air freight it was 
not uncommon for the cargo to get 
loose and fly about the cabin or roll 
about the ship, endangering the crew, 
the cargo and the plane itself. Ordi- 
nary methods of tying down cargo 
proved inadequate for the strain. 


Modern scheduled airliners and 
cargo airships operate much more 
smoothly than some of the earlier 
planes. The stories of planes drop- 
ping into “air pockets” so fast that 
loose objects float about the cabin like 
balloons can be relegated largely to 
the realm of “tall stories.” However, 
momentary strains in an upward di- 
rection against lashings are reported 
to be as high as two and one-half 
times the weight of the cargo. It can 
be seen, therefore, that ordinary 
methods of tying down cargo by rope 
and knots would not be sufficient to 
hold the cargo in place during even a 
moderately rough trip. Even ordinary 
flying develops unexpected strains in 
climbing, turning and descending. A 
loose piece of cargo may damage the 
other cargo or the ship itself, and if 
the loose package is heavy enough it 
will make the ship difficult to handle 
by destroying the trim of the ship. 
Fortunately, the aviation industry has 
developed means of tying down cargo 
which are adequate to the problem. 
These consist of special cables and 
fasteners which are designed to hold 
the cargo against any strain which 
may be expected in flight. 


There are other problems in con- 
nection with the handling of air 
freight which must be taken into ac- 
count by the shipper as well as by the 
air line. In the packing of cartons 
for air transportation the shipper also 
must take into account the possible 
vertical movement of the cargo. No- 
tice must also be taken of the fact 
that most airplanes have their cargo 
hatches severat feet above the ground 
and provision must be made for rais- 
ing the cargo to the hatch level. This 
is customarily done by movable raised 
platforms, although some of the more 
modern freight hauling planes are 
equipped with special loading and un- 
loading cranes. These problems are 
somewhat different from those en- 
countered in loading a freight car or 
truck from a platform at the level of 
the car floor. 
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From the standpoint of the insur- 
ance companies the loss experience as 
a result of perils of the air appears to 
be at least as good as the record of 
surface transportation. Comparable 
loss figures for various kinds of 
transportation are not available in 
any form, but the number of sched- 
uled air line crashes is extremely 
small in comparison to the number of 
flights made. A survey of the trans- 
portation field indicates that cargo is 
as safe today in the air as it is while 
being carried by surface transporta- 
tion. It is the opinion of this writer 
that the insurance companies can 
consider the hazards of the air to be 
approximately equivalent to the haz- 
ards of surface transportation. 


‘ 

In considering the insuring of air 
freight, however, the insurance com- 
panies must not lose sight of the fact 
that a considerable part of the haz- 
ards will be in connection with sur- 
face transportation. There is a 
saying among travelers by air that 
“the dangerous part of the trip is the 
taxi ride to and from the airport.” 
It may develop that the dangerous 
part of the trip insofar as air cargo 
is concerned is the pickup and deliv- 
ery service before and after the cargo 
has left the plane. Certainly the haz- 
ard of theft is greatest during these 
periods rather than while on board 
the plane. Here again of course the 
hazards are those with which the in- 
surance companies are already famil- 
iar. It is interesting to note that 
present air express rates for protect- 
ing excess values are higher when the 
shipping point, or destination, or 
both are located outside of airport 
towns. In connection with high-value 
cargoes there is considerable addi- 
tional theft hazard if a run of ten or 
twenty miles must be made to the air- 
port from the shipping point or to the 
destination. 


question facing the insurance 
companies with increasing fre- 


quency is “how shall we handle ap- 


plications for insurance on cargo 
which is to be shipped by air.” The 


answer to this question is that the 
problem should be handled in a sim- 
ilar manner to the same question on 
cargo that is going by surface trans- 
portation. 

It is likely that most such applica- 
tions will come from shippers or con- 
signees of goods which are going to 
be shipped by air express or air 
freight in the hands of a common 
carrier. We will consider this prob- 
lem in comparison with the insuring 
of similar property when handled by 
common carrier on the surface. Most 
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high-value freight of the type that 
might be shipped economically by air- 
plane is the sort that is now handled 
by express rather than by ordinary 
railroad freight. The best compari- 
son, therefore, can be made with the 
present method of insuring shipments 
by railway express. 

When the Railway Express Agen- 
cy accepts a package for shipment it 
assumes a liability of $50 per pack- 
age or 50 cents per pound, whichever 
is greater. This limit of liability may 
be increased by declaration of the 
shipper, whereupon he pays increased 
charges at the rate of 10 cents per 
$100. 

It is customary for insurance com- 
panies when insuring the goods of a 
shipper or consignee in the hands of 
a common carrier to protect against 
practically all risks of loss or dam- 
age, including non-delivery. | It is im- 
portant to note that the common car- 
rier’s liability on the contrary does 
not include loss by so-called “Acts of 
God.” Neither does it include lia- 
bility for loss as a result of riot, 
strike and war damage. The “Acts 
of God” for which common carriers 
are not liable include lightning, wind- 
storm, flood, fog, earthquake and 
such occurrences which are beyond 
the power of human beings to con- 
trol. These exemptions from liability 
for the common carrier are provided 
for by custom and also by the receipts 
usually issued by a railroad or the 
Railway Express Agency. Many 
truckmen also use a similar receipt. 

The insurance company in issuing 
its policy to a shipper covering prac- 
tically all risks accordingly assumes 
considerable liability above that as- 
sumed by the common carrier. In 
the first place the insurance company 
is liable for loss resulting from “Acts 
of God,” riot, and sometimes war 
damage, as weil as assuning liability 
for the value in excess of that pro- 
vided for by the express agency re- 
ceipt. For instance, it is customary 
to allow the $50 valuation per pack- 
age to stand and for the insurance 
company to assume the entire excess 
value above the $50. In case of loss 
the insurance company intends to col- 
lect the $50 per package as subroga- 
tion, but in many cases the value of 
the package may be far in excess of 
that amount: 

The underwriting of shipments by 
air can be handled in very much the 
same way as shipments by any other 
medium. Preferably the shipments 
should be by common carrier because 
there is a recognized responsibility 
and an established procedure which 
minimizes the probability of loss. In 
addition, some salvage can be ex- 
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pected in case of loss although this 
may be relatively small in the case of 
high-value shipments. The under- 
writer must take into account the 
pickup and delivery arrangements 
and the distance that the cargo has 
to travel by motor truck, both at the 
pickup and the delivery ends. The 
careful underwriter is already famil- 
iar with these problems in the han- 
dling of insurance on surface cargoes. 


A major problem of the insurance 
company and the underwriter in con- 
nection with all transportation cov- 
erage is the question of rates. In- 
surance on parcel post shipments is 
usually provided at rates which vary 
from 20 cents to 50 cents per $100 of 
value. It is reported that the aver- 
age insurance rate for parcel post 
shipments is in the vicinity of 30 
cents, but for a large shipper it is 
likely that the rate would be closer 
to 20 cents. Certainly preferred 
rates would be quoted in cases where 
the shipments were by government 
insured parcel post rather than by 
straight parcel post. It is customary 
to have the shipper secure the mini- 


mum amount of government insur- 
ance since this takes care of small 


losses and also affords the added pro- 
tection that is given by the post office 
in obtaining a delivery receipt. 

The Railway Express Agency 
charges 10 cents per $100 of extra 
value over the minimum valuation of 
$50. It must be recognized, how- 
ever, that the extra valuation. agree- 
ment excludes recovery from 
loss by “Acts of God,” riot and war 
damage, the same as provided for by 
the regular Railway Express Agency 
receipt. 


also 


It is also reported that transporta- 
tion insurance has been available in 
many insurance companies at rates 
varying from 2 cents to 20 cents per 
$100 of value. The wide variation 
between these two rates would de- 
pend upon the insurance company’s 
liability above the $50 per package 
limitation in the Railway I¢xpress 
Agency receipt, the distance to be 
traveled, and other factors affecting 
the possibility of loss. 


It is unfortunate that insurance 
companies have not been able or have 
not seen fit to standardize their forms 
for transportation insurance and have 
not developed a more nearly uniform 
method of arriving at rates. “It is to 
be hoped that a suggested rating 
schedule can be developed to replace 
the judgment methods of rating 
which are so largely used today. Few 
insurance companies have cargo in- 
surance underwriters with sufficient 
experience and judgment to guess 
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right consistently in the handling of 
cargo and transportation risks. In 
the future much more information 
should become available to insurance 
company underwriters as to experi- 
ence and rates than has been the case 
in the past. 


S° far we have said nothing re- 
garding insurance to protect the 
hauler of air cargo from loss due to 
his liability as a carrier. In the field 
of surface transportation the only 
considerable market for such cargo 
insurance is in connection with motor 
trucks. Most motor truck cargo 
haulers carry insurance to protect 
against their legal liability, but most 
of the railroads consider they have a 
sufficient volume of business to as- 
sume this liability themselves. 

In the field of air cargo it is likely 
that much of the hauling will be done 
by scheduled air lines which will be 
comparable to the railroads in their 
ability to assume liability for the car- 
go hauled. Some of the smaller 
scheduled air lines may see fit to pro- 
tect themselves against loss of large 
cargoes but it is not likely that any 
considerable volume of insurance pre- 
mium can be expected from that 
source. 

There is still a question in the 
minds of many people as to whether 
there will develop an independent 
group of air cargo haulers compar- 
able to present-day truckers. This 
writer believes that this is likely to 
occur and that these independent op- 
erators will find it desirable to pur- 
chase insurance to protect themselves 
against heavy loss from accidents to 
cargo. Should this situation develop 
it can be handled in much the same 


way that motor truck cargo insurance , 


is handled today, taking into account 
the experience of the individual op- 
erator, the spread of his liability and 
the nature of his operations. It is 
probable that rates comparable to 
those now in use for motor truck car- 
go haulers can be applied to an exper- 
ienced independent air cargo hauler. 
Insurance coverage to be provided 
for the independent air cargo haulers 
will probably be much more limited 
than that provided for a shipper by 
common carrier. Here again a par- 
allel will probably be followed to the 
motor truck cargo field. Specific per- 
ils will be insured against in such a 
way that careful operation on the 
part of the operator will be encour- 
aged. 

A comprehensive view of the fu- 
ture possibilities in air cargo insur- 
ance is encouraging. The volume of 
cargo to be hauled by airplane is al- 
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most certain to increase almost as 
rapidly as airplane equipment is 
available to carry the cargo. The 
commodities to be carried will be 
quality material with a normally high 
value per pound, but this does- not 
differ greatly from the commodities 
already being insured under transpor- 
tation policies. There will be new sit- 
uations to be analyzed by the cargo 
insurance underwriter but he should 
follow the same method that he 
would use in connection with a simi- 
lar surface transportation problem. 
It will be necessary to analyze each 
step of the proposed haul, taking into 
account the various hazards of the 
pickup and delivery arrangement and 
of the portion of the trip covered by 
air. The past record of the sched- 


uled air lines indicates very clearly — 


that the highest degree of care will 
be exercised in the handling of cargo 
and air-line equipment. This mini- 
mizes not only the danger of acci- 
dents but also the danger of theft. 
The common carrier liability of the 
air-line has a good moral effect upon 
the air-line operator as well as giv- 
ing the insurance company some 
chance of recovery in case it has to 
pay a loss. The prospects for the in- 
surance companies in the handling of 
protection on air cargo are certainly 
favorable. Forward - looking com- 
panies will prepare themselves to take 
care of the coverage for their present 
policyholders, and be ready to accept 
this line of insurance as a desirable 
coverage from any reliable and estab- 
lished shipper or consignee. 





INSURANCE RESEARCH 


(Continued from page 5) 


NS URAWNCE companies have 

built up a magnificent financial 
structure and have contributed large- 
ly to the development and safety of 
American business and of personal 
investments. But their very success 
seems to have bred distrust of 
change, an almost religious faith in 
things as they have been. Rightly or 
wrongly the notion has got abroad 
that they are possessed of a negative 
attitude; that they may be depended 
upon to resist innovations and en- 
croachments. The extent to which 
opinions rather than facts rule the 
business is a matter of common ob- 
servation. It would be the function 
of research to build up a body of 
significant statistical data, to study 
specific problems, to replace impres- 
sions with factual conclusions, main- 
taining at all times a scientifically 
critical attitude. 


Let me outline one problem which 
might well be assigned to a research 





organization, that of analysis of dis- 
bursements. The present analysis 
into losses, expenses, and surplus and 
the breakdown of those items into 
their component parts is serviceable 
as a guide to rate determination and 
to operative policy, but it fails to 
convey any functional analysis of in- 
surance service. Would it not be de- 
sirable to analyze disbursements in 
terms of (1) payments for the bene- 
fit of the insured, which would in- 
clude losses, adjustment expenses in 
whole or in part, and expense of 
services, (2) selling (as distinguished 
from service) expense, and (3) sur- 
plus. The ratios now available are 
misleading to the uninitiated (and to 
some of the initiated). It is essential 
to know what has produced the ra- 
tios. Reduction of losses often leads 
to increase in expense ratios, but with 
an over-all saving to the public. Yet 
a high expense ratio or its companion, 
a low loss ratio, is often used as pre- 
sumably clear evidence of the un- 
worthiness of the insurance institu- 
tion. A study of the sort I have out- 
lined should provide a basis for 
sound discrimination between risks 
and classes of risks in calculating the 
expense portion of the premium. 
Graded-rate schemes should provide 
adequate income to meet the justified 
expenses of carriers and middlemen. 
They should not involve “sacrifices” 
by anyone other than sacrifice of the 
advantages of an inaccurate rating 
system. 


Exploration of the possibilities .of 
research in insurance would exhaust 
my time and your patience. They 
seem to me to be limitless. I men- 
tion a few without elaboration: the 
financial results of individual exclu- 
sion clauses in policy contracts; all- 
risk insurance on fixed property; 
bases for selecting agents; new fields 
for extension of coverage ; remunera- 
tion of middlemen; the function of 
government in relation to insurance. 


A program of research such as I 
have suggested should be entered into 
with the understanding that it may 
take several years to demonstrate its 
value. None has yet been organized, 
though I understand that three re- 
search departments are in contempla- 
tion. There is no blue print for it, 
and it would have to proceed by ex- 
perimentation. Considerable time 
would be necessary to develop back- 
ground and organization, and little in 
the way of findings should be ex- 
pected in the near future. Its adop- 
tion would, I believe, contribute 
greatly to the development and per- 
haps the preservation of the interests 
sponsoring it. 
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INSURANCE NEWS DIGEST--FIRE AND CASUALTY 


Covering Period From November 1, 1943 Through November 30, 1943 








433, DECEASED. Colonel Joseph Button, first Insur- 
ance Commissioner of Virginia who served from 1906 
to 1929, died at his home in Richmond on November 10 
after a long illness. He was 78 years old. A former 
president and for many years secretary of the Na- 
tional Association of Insurance Commissioners, Col- 
onel Button was named secretary and manager of the 
Stock Company Association when that body was organ- 
ized in 1935 to take care of the stock carriers end 
of the HOLC. He retired as active manager of SCA 
on May 1, 1940 because of ill health but continued 
to serve as the Association's attorney-in-fact. 


434, COMMISSIONERS. Named to succeed John B. Gontrun, 
former Maryland Commissioner, as chairman of the 
fire prevention committee of the National Associa- 
tion of Insurance Commissioners, is James M. Mc- 
Cormack of Tennessee. 


435, W. C. RATING PROGRAM. Rejected by the governing 
committee of the Compensation Insurance Rating Board 
of New York on November 4, 1943, was the workmen's 
compensation insurance rating program submitted by 
the National Council on Compensation Insurance. A 
motion to adopt the two part filing made by the Na- 
tional Council, one relating to stock companies and 
the other to non-stock companies, resulted in a tie 
vote when it was considered by the governing com- 
mittee on September 29. At that time two stock con- 
pany members voted affirmatively, one mutual men- 
ber and the State Fund voted negatively, and one 
mutual member did not vote. Upon the announcement 
by the secretary of a tie vote, the Committee voted 
unanimously to defer the subject of the motion until 
the next meeting on November 4. At this meeting the 
Committee was again polled with the same result and 
it then became incumbent, under the provisions of 
the Constitution, upon general manager Henry D. 
Sayer to resolve the tie vote. He cast the deciding 
vote against the motion. In doing so, Mr. Sayer 
said he deplored the multiplicity of plans which 
would follow adoption of the program under consid- 
eration. Simplification of rating plans should be 
sought, he said. The stock and non-stock parts of 
the program, he pointed out, differ principally as 
to the matter of expense elements and such differ- 
ences are not based on the characteristics of risks 
to be insured, but on operational requirements of 
the carriers. He charged that this would break 
down the unity of the rating structure which has been 
built up in New York. Mr. Sayer's action in killing 
the resolution in support of the program precludes 
official filing by the Board of the joint program 
submitted by the National Council. While it does 
not close’ the door to adoption of the program in 
New York it is regarded by proponents of the plan as 
a setback. 


436, RETIREMENT. Edward R. Hardy manager of the 
Underwriters Association of the District of Colum- 
bia since 1914, will retire from office at the or- 
ganization's annual meeting on December 9. He will 
be succeeded by H. E. Rainey who has served as as- 
sistant manager for the last twenty years. Mr. 
Hardy who is also the veteran secretary of the In- 
surance Institute of America traveled to Washington 
at least once a month during the many years he served 
as manager of the Underwriters Association. 


437. AGENTS. William T. Reed, Jr., manager of the 
Washington office of the National Association of In- 
surance Agents resigned on November 15 to accept the 
position of general counsel to the Washington, Vir- 
ginia and Maryland Coach Co. of Arlington, Virginia. 
He had served as manager of the agents' Washington 
office since it was established in August 1934. 


438, PENNSYLVANIA CASUALTY. Lester F. Beck has re- 
signed as chief of the Navy insurance division and 
assumed his new post as vice president of the Penn- 
sylvania Casualty Company, Baltimore. Control of 
Pennsylvania Casualty was recently acquired by Com- 
mercial Credit Corporation and headquarters of the 
carrier were moved from Lancaster, Pennsylvania to 
Baltimore. Mr. Beck's executive duties will also 
extend to other companies under ownership of Com- 
mercial Credit: American Credit Indemnity Co.; Cal- 
vert Fire and Cavalier Insurance Corporation. Mr. 
Beck is a former assistant counsel of the National 
Board of Fire Underwriters and prior to his selec- 
tion for the government post he served as counsel 
for the National Automobile Underwriters Associa- 
tion. Lieut. S. F. Procopio has been named to suc- 
ceed Mr. Beck as chief of the Navy insurance divi- 
sion. He had served as Mr. Beck's assistant since 
May 18, 1942. 


439, MASS. COMPULSORY RATES. Massachusetts holders 
of "A" gas ration books will receive a reduction in 
premiums of 9%; holders of "B" books will pay the 
same and "C" book holders will pay 12%% more pre- 
mium than a year ago under the schedule of 1944 com- 
pulsory automobile liability insurance rates pro- 
mulgated by Commissioner Charles F. J. Harrington. 
Truck owners will pay 12%% more while the rates for 
taxicabs remain the same. Under the new schedule 
rates are fixed in proportion to gas rationing al- 
lowance and the old system of light, medium and heavy 
cars has been discarded. The state has now been 
divided into sixteen zones which is equivalent to 
each zone paying its losses out of its individual 
premiums. The new rates, Commissioner Harrington 
states, will mean a reduction of $9,000,000 to $10,- 
000,000 in premium income. 


440, INDIANA RESPONSIBILITY. Through proclamation 
by Governor Schricker, the Indiana automobile safe- 
ty responsibility law passed by the legislature last 
March, has been put into effect. Indiana legisla- 
tion, unless it carries an emergency clause, does 
not become effective until the new statutes have 
been published and delivered to County Clerks 
throughout the state and official acknowledgment of 
their receipt has been communicated to the governor. 
Ordinarily the laws are put into effect by July l 
but this year due to wartime difficulties which han- 
dicapped the publishers official sanction was with- 
held longer than at any time in Indiana's history. 


441, FIRE LOSS. Fire losses in the United States 
during October totaled $29,661,000 - an increase of 
$7,040,000 or 31% more than the.figure reported for 
the same month last year - according to preliminary 
estimates of the National Board of Fire Underwrit- 
ers. The October loss was also 12% higher than the 
figure reported for the preceding month. Losses for 
the first ten months of 1943 total $300,872,000 
which is $46,000,000 higher than for the correspond- 
ing period of 1942. 


442, MUTUAL AGENTS OF N.E. Elliott P. Curtiss of 
Stamford, Connecticut was elected president of the 
Mutual Insurance Agents Association of New England 
at the organization's first annual conference held 
at the Statler Hotel, Boston, on November 6th. He 
succeeds W. Harold Howatt of Springfield, Mass. 
George D. Wheatley of Abington was named vice presi- 
dent for New England and John M. Tully of Worcester, 
Mass. was elected secretary-treasurer. 


443, POSTWAR TRAFFIC. The National Safety Council 
has announced the creation in its street and high- 
way traffic division of a committee to be known as 
the "Postwar Traffic Planning Committee". Its job 
will be to lay plans for the solution of the severe 
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road traffic problems which are considered inevit- 
able after the war. Heading the Committee is Ken- 
neth B. Colman, president of the Seattle Safety 
Council and Chairman of the War Production Trans- 
port Commission of Seattle. His associates on the 
committee are about thirty traffic commission ex- 
ecutives, traffic engineers, police executives, 
planning executives, motor vehicle administrators 
and others. The National Safety Council thinks the 
traffic problems will be the most serious the coun- 
try has ever known when several million soldiers, 
accustomed to dangerous and reckless driving, are 
behind the wheels; when tire and gasoline-hungry 
motorists can get all they want of both; when the 
roads are full of old cars fit to be junked, and 
drivers who have become rusty resume driving. 


444, NEW YORK DEPARTMENT. Appointment of Walter F. 
Martineau of Syracuse as deputy superintendent of 
insurance in charge of the New York City office has 
been announced by Superintendent of Insurance Robert 
E. Dineen. Mr. ‘Martineau succeeds Edward Mc- 
Loughlin who resigned some months ago. The new ap- 
pointee graduated from Syracuse University in 1925 
with an A.B. degree and in 1927 he received his LL.B. 
degree from Syracuse University Law School. 


445, CASUALTY ACTUARIES. Harold J. Ginsburgh, vice 
president of the American Mutual Liability Insur- 
ance Company, Boston, was elected president of the 
Casualty Actuarial Society at the conclusion of the 
organization's annual meeting held in New York City 
on November 17. Other officers were re-elected as 
follows: vice presidents, Albert Z. Skelding, ac- 
tuary, National Council on Compensation Insurance 
and Charles J. Haugh, actuary, National Bureau of 
Casualty and Surety Underwriters; secretary-trea- 
surer, Richard Fondiller, New York; editor, Clar- 
ence W. Hobbs, special representative, National As- 
sociation of Insurance Commissioners; and libra- 
rian, Thomas 0. Carlson, assistant actuary, Na- 
tional Bureau of Casualty and Surety Underwriters. 
Elected members of the Council for three year terms 
were Harry V. Williams, Hartford Accident and In- 
demnity Company; William R. Williamson, actuarial 
consultant, Social Security Board; and Thomas F. 
Tarbell, actuary, Travelers Insurance Company. 
Papers presented included "Jnsurance Research" by 
Ralph H. Blanchard,. Professor of Insurance, Colum- 
bia University, New;York (see page 5); "Some Back- 
grounds to American .Social Security" by William R. 
Williamson, Social Security Board; and "Sampling 
Theory in Casualty Insurance" by Arthur L. Bailey, 
statistician, American Mutual Alliance, New York. 
This year's luncheon was a testimonial to Richard 
Fondiller, who completed 25 years of service as 
secretary-treasurer, in recognition of his zealous 
work on behalf of the Society. 


446, DWELLING HOUSE FORM. Insurance Commissioner 
Gregg L. Neel of Pennsylvania on November 18 notified 
all insurance companies authorized to write fire in- 
surance in the state that in view of the present need 
for saving both labor and material, which result 
could be accomplished by use of the dwelling house 
form, the Pennsylvania Department will entertain 
approval of such dwelling house forms of fire insur- 
ance policies, provided such policies are in all 
other respects drawn in conformity with the laws of 
the Commonwealth. On March 1, 1937 the Department 
had ruled that this form was prohibited for use in 
Pennsylvania but pursuant to requests made on be- 
half of several insurance companies, Commissioner 
Neel recently referred the problem of the legality 
of such dwelling house form to the attorney-general 
for his review. He advised there was nothing in the 
Pennsylvania insurance law which prohibited print- 
ing on the face of the policy, in the space provided 
in the standard policy, for such purpose, a form to 
be filled in by the agent setting forth necessary 
data describing the property to be insured - and 
commonly called the dwelling house form. 


447. WAR DAMAGE. Introduced in the United States 
Senate by Senator Robert Taft of Ohio is a bill which 
would relieve policyholders: of paying the third 
year's premium for war damage insurance. The bill 
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as introduced would amend war damage insurance leg- 
islation so that no premium on any policy would ex- 
ceed $2 for the third year. Because WDC now has re- 
ported assets of about $120,000,000 Senator Taft 
expressed the opinion that there would be little op- 
position to the measure. 


448, HAWAII FIRE POLICY. The 1943 New York fire in- 
surance policy was approved for use in the territory 
of Hawaii on November 10th. While use of the new 
form does not become mandatory until July 1, 1944, 
companies must endorse present policies so that the 
provisions of the 1943 contract are effective im- 
mediately. 


449. OHIO RULING. The term "residents of the United 
States" as used in Section 9565 of the General Code 
of Ohio, includes within its meaning residents of 
the territory of Hawaii according to an opinion 
handed down on November 5 by Attorney-General 
Thomas J. Herbert of Ohio. The state insurance de- 
partment solicited the Attorney-General's opinion 
when an alien fire and marine company sought to with- 
draw its deposit pursuant to Section 656 of the 
General Code. Some years ago the United States 
branch of this company reinsured all of its business 
in the Continental United States and since 1931 had 
written no new business except in Hawaii. In re- 
questing an opinion as to whether the Territory of 
Hawaii is included in the "United States" as used in 
Section 9565 the Superintendent of Insurance 
pointed out that obviously if the deposit covers 
policyholders residing in Hawaii he could not be 
satisfied that all liabilities and obligations 
which such deposit has been made to secure have been 
paid and extinguished. 


450. ARIZONA FIRE POLICY. Approved for use in the 
State of Arizona effective December lst is the 1943 
New York Standard fire insurance policy. Use of the 
new form becomes mandatory on May 1, 1944, but until 
that time endorsements may be attached to the old 
— a i the broader cover provided in the new 
contract. 


451, ANTITRUST LEGISLATION. Reported out favorably 
by the House Judiciary Committee on November 16 by 
a vote of 16-5 was the Walter bill (H.R.3270) ex- 
empting insurance companies from the provisions of 
the Sherman Antitrust and the Clayton Acts. The 
Bailey-Van Nuys bill (S. 1362) a companion measure 
pending in the Senate, previously had been reported 
favorably by a subcommittee of the Senate Judiciary 
Committee but as yet the full Committee has made 
no report. The majority report of the House Judi- 
ciary Committee contended that the regulation of in- 
surance companies can best be accomplished by the 
States, and Congress never intended that they should 
be under Federal control. A minority report signed 
by Representatives Celler (Dem., N. Y.); Russell 
(Dem., Tex.) and Byrne (Dem., N. Y.) held that in-. 
surance is interstate commerce and that to adopt the 
bill would be "to destroy the very foundations of 
our antitrust laws". 


452, CALIFORNIA COMMISSIONER. Dissolution of the 
law firm of Betts and Garrison, of which he was for- 
merly a member, has been announced by Maynard Gar- 
rison, newly appointed insurance commissioner of 
California. Mr. Betts will continue the general 
practice of law in Los Angeles in association with 
William J. Currer, Jr. 


453, BUREAU OF MOTOR CARRIERS. A discussion of man- 
power problems and the necessity of securing proper 
parts for repair of motor vehicles featured the 13th 
informal conference of the Insurance Safety Advisory 
Group with the section of safety, Bureau of Motor 
Carriers, Interstate Commerce Commission. The 
meeting was held at the Hamilton Hotel, Washington, 
D. C., November 15 and 16. 


454, S.W.I.S. PROGRAM. The State War Inspection 


Service sponsored by the National Association of 
Insurance Commissioners and the Office of Civilian 
Defense is getting under way in several states with 
active participation by mutual and stock insurance 
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companies. Latest developments include activita- 
tion of the program in both Pennsylvania and I1lli- 
nois. The training school scheduled for December 
2nd and 3rd in Chicago expected an attendance of 
more than 100 inspectors and special agents from the 
Illinois area. . 


455. NEW INSURANCE GROUP. Guy E. Mann, manager, 
Aetna Casualty, has been elected president of the 
newly organized Insurance Managers Association of 
Washington, D. C. The organization is comprised of 
company managers for fire, marine, casualty and 
surety carriers. Other officers are: Charles F. 
Holden, general manager, North American companies, 
vice president and chairman of the executive con- 
mittee; Howard M. Starling, manager of the Washing- 
ton office of the Association of Casualty and Surety 
Executives, secretary-treasurer. 


456, CONNECTICUT DEPARTMENT. Appointment of Fiske 
H. Ventres as executive secretary to Insurance Con- 
missioner W. Ellery Allyn of Connecticut has been 
announced. Ventres, who was chairman of the House 
Committee on Insurance in 1943 succeeds Ralph Gates 
who will return to his former duties as examiner. 


457. OHIO HARDWARE. Resigned as president of the 
Ohio Hardware Mutual Insurance Company of Coshocton, 
Ohio is George M. Gray. One of the founders of the 
company in 1902, Mr. Gray served as secretary of the 
carrier for about 40 years. He is succeeded as 
president by P. G. Wuertz of Cleveland, who was 
president for a number of years, but more recently 
has been vice president. Paul R. Brier has been 
named secretary of the company. 


‘458, IOWA MUTUALS. C. Fred Morgan of Des Moines was 

elected president of the Iowa Association of Mutual 
Insurance Associations at the organization's an- 
nual meeting held in Des Moines on November 24 and 
25. Leonard E. Arp of Stockton was named vice pres- 
ident and Harry L. Gross, Des Moines was re-elected 
secretary. Directors elected included 0. D. Steinke 
of Sibley, H. H. Lockin of Aurelia, William Linne- 
vold of Decorah, Harry Sumners of Clarion and Fred 
W. Shaw of Corning, all for three year terms, and 
P. A. Gaarde of Armstrong for a two year term. 


459. SCHEUFLER REPLIES. Commissioner Scheufler of 
Missouri on November 13 issued a reply to Attorney- 
General McKittrick vigorously defending his action 
in respect to his position of impounded fire insur- 
ance premiums to policyholders. 


460. ADJUSTERS. Affirmed by the Illinois Supreme 
Court is a Circuit Court judgment in the case of 
Toplis & Harding v. Murphy, director of labor. The 
case involved payment of compensation to an adjuster 
who did some adjustment work for the firm from 1938 
to 1940 on an assignment basis. Toplis & Harding 
contended that this individual was not an employee 
but an independent contractor paid stipulated sums 
for various items of service. In affirming the 
lower court decision the Supreme Court held that 
the record did not show the adjuster to be an inde- 
pendent contractor excluded by the Act. 


461, EQUITY RATING. Reported to have been counter- 
manded is the Illinois Department's order requiring 
companies to file and adhere to their automobile 
fleet rating formula from December 1 on. The new 
development is said to have been the result of in- 
structions from Paul F. Jones who feels that no de- 
cision will be reached until March 1 and then only 
after conferences with the brokers and others inter- 
ested. 


462. ASSIGNED RISK. Approved by the Association of 
Superintendents of Insurance of the Provinces of 
Canada, is the introduction of the assigned risk 
plan. Hartley D. McNairn of Ontario, secretary of 
the Association, reports however, that the Superin- 
tendents are of the opinion that the draft plan sub- 
mitted by the All Canadian Insurance Federation for 
adoption in British Columbia should be extended to 
provide insurance for persons not required to file 
proof of financial responsibility and who otherwise 
would be eligible under the plan. The principle of 
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extending the protection of absolute liability pro- 
visions of the automobile part of the insurance acts 
to fare-paying passengers has also been approved by 
the Association, Mr. McNairn revealed. Such pro- 
tection where passenger hazard insurance is required 
by law is to be given to the extent of the limits so 
required. 


463, N.F.P.A. The wartime urgency of protecting 
America's food supply from destruction by fire in 


‘farm and rural communities keynoted the annual 


meetings of the Farm Fire Protection Committee of 
the National Fire Protection Association and the 
Agricultural Committee of the National Fire Waste 
Council held in Chicago on November 29. The nation's 
leaders in farm and rural fire prevention addressed 
the meeting and plans were inaugurated for increased 
rural fire protection both duririg the present emer- 
gency and the postwar period to follow. The Commit- 
tee estimated that the dollar loss from fires will 
show a $10,000,000 increase in 1943 over the loss 
for 1942. Thus the 1943 farm fire loss is expected 
to approximate $90,000,000. Dr. David J. Price, 
president of the N.F.P.A. is Chairman of the Farm 
Fire Protection Committee and Rush W. Carter, Chi- 
cago, assistant manager of the Aetna Insurance Conm- 
pany, is Chairman of the Agricultural Committee of 
the National Fire Waste Council. 


464, WASH. COMPENSATION RATES. Reductions in 51 
of Washington's 1944 industrial insurance rate 
classifications and increases in 26 others have 
been announced by Robert H. Harlin, director of the 
Department of Labor and Industries. The rate changes 
will result in an estimated saving of approximately 
$400,000 to employers. Reductions primarily were 
made in basic industries such as logging, general 
construction, building trades, highway construc- 
tion and maintenance, shipbuilding and airplane 
manufacturing. 


465. FACTORY INSURANCE ASSOCIATION. Approved by 
the member companies of the Factory Insurance Asso- 
ciation are the membership applications of the 
eleven companies comprising the Western Sprinklered 
Risk Association. The new members will join the 
F.I.A. effective January 1 at which time the busi- 
ness of the Western organization will be reinsured 
in the F.I.A. and the organization disbanded. 


466. COLLEGE OF MEDICINE. Eighteen physicians who 
completed the second postgraduate course in indus- 
trial medicine at the Long Island College of Medi- 
cine, Brooklyn, on November 12 are undergoing super- 
vised training periods of one to four weeks in the 
medical departments of a number of industrial con- 
cerns in New York, New Jersey and Massachusetts, 
according to a report just issued by the College. 
The companies where the training is being conducted 
are Bell Telephone Laboratories, Consolidated Edi- 
son Company and Western Electric Company, New York 
City; American Cyanamid Company and Merck & Com- 
pany, Inc., New Jersey; and the Norton Company, 
Worcester, Mass. Seventy-two matriculants from 
five states, including members of the armed forces 
and the U. S. Public Health Service, enrolled for 
the two weeks' course of lectures and clinics under 
the auspices of the Department of Preventive Medi- 
cine and Community Health. Through a register of 
industrial physicians now maintained by the Depart- 
ment of Administration, further help to industrial 
concerns seeking medical personnel has been pro- 
vided by the College. 


467, ILLINOIS MARINE RULINGS. In order to facili- 
tate the insuring of property of the United States 
Government situated on or in transit between the 
United States Post Exchanges and Warehouses, Di- 
rector of Insurance Paul F. Jones of Illinois on 
November 24 granted authority to companies operat- 
ing in the state to provide such coverage under 
marine policy floater forms. This amended author- 
ity applies only to government property located in 
or in transit between the United States Post Ex- 
changes and Warehouses and is limited to the dura- 
tion of the present war emergency. It is not to be 
applied in any manner to privately owned property. 
All policies, riders and endorsements used in the 
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state in connection with the above coverage are to 
be submitted to the Department of Insurance for ex- 
amination and filing before issuance thereof. A 
second ruling also issued on November 24 amends the 
Nation-wide Definition and Interpretation of the 
Insuring Powers of Marine and Transportation Under- 
writers previously adopted for use in the state by 
permitting the writing of a marine or inland marine 
form policy providing multiple peril coverage on 


storage. 





merchandise of assured's customers consisting prin- 
cipally of meats, poultry, game, vegetables and all 
property of a similar nature being the property of 
the customer accepted by the assured for storage in 
cold storage lockers, or in preparation for such 
All policies, certificates, riders or en- 
dorsements used in Illinois in connection with the 
coverage are likewise to be submitted to the De- 
partment for examination and filing. 
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ACQUISITION COST — DPC agency al- 318; financial responsibility 87,192,440; 


lowance 33; graded commissions 47, renewal’ certificates 95,312; aircraft 
ee ; Cincinnati brokerage cover 98; multiple writers 100; non- 
rule 239. 


assessable 123,142; non-resident agents 
10% law 133; adjusters 139; crop in- 
surance 150,236,287,325,365; personal 
property floater 152; social security 
185,220; Pepper bill 241; Virginia com- 
pulsory auto hearing 251,314,409; ad- 
vertising claims 341; anti-trust 378, 


AGENTS — meeting date 22; DPC agen- 
cy allowance 33; Minnesota Supreme 
Court 38; publicity program 44,96,338; 
graded commissions 47,172,254,299,354; 
fraud suit 55; Georgia qualification 
bill 81; countersignature 119,140,323; 
non-resident bill 126; 10% law 133; 1. 

New York state-city controversy 159, MARINE INSURANCE — 1942 losses 31; 
191,348; mutual agents meeting 223, Association of Marine Underwriters 
388; Florida mutual agents organize 125. 

252; N. C. mutual agents elect 263; MUTUAL EXECUTIVES — Grain Deal- 
part-time agents 265; N. Y. “1752” club ers 40,359; Indiana Lumbermens 43; 
266; Tennessee mutual agents 303; Cin- Millers of Alton 50,298; Illinois Mutual 
cinnati agents 352; Virginia mutual 58; Farmers Mutual Hail 68; Ohio 
agents 368; licensing of auto dealers Hardware 76,457; American Mutual Li- 
369,416; N.E. mutual agents 371,442; ability 113; Lumbermen Mutual Casu- 
unlicensed agents 422; licensing of alty 114,175,342,399; Hardware of Min- 
agents 425; Reed resignation 437. nesota 161; Mutual Fire of D. C. 196; 

ALIEN INSURANCE — data curb 13; Employers Mutual Liability 218; Mu- 
communications office 52. tual Fire Ins. Assn. of N.E. 232,351; 

COURTS — Missouri compromise 1; At- Virginia Assn. of Mutual Ins. Cos. 242; 
lanta anti-trust 2,15,212,309,346,400 ; Michigan Mutual Liability 262; Im- 
hospitalization plans 25; Missouri anti- proved Risk Mutuals 279; N. Y. State 
trust 27,215,253,268,355,391; mutual sur- Mutual Casualty Cos. 297; Fitchburg 
plus 30; acts of agents 38; guest law Mutual 305; Liberty 329; Wawanesa 
86,120; reciprocal regulation 88; Cocoa- Mutual 363; Holyoke Mutual 395; Min- 
nut Grove 107,136; Tacoma bridge 122, nesota Mutuals 396; Hamilton County 
280; mortgagee 127; unemployment 406; Iowa Assn. of Mutual Ins. Asso- 
compensation 137,235; Arkansas com- ciations 458. 
pensation 141; unauthorized practice NEW COMPANIES — REA cooperatives 
154,211,272,430; Maryland Casualty Suit 26,193,260,358; North State Insurance 
157,386; N. Y. anti-trust 165,249,295; Co. 320; Economy Insurance Co. 326; 

Associated Indemnity purchased 310. 


interstate commerce 225,331: part-time 
agents 265; Illinois compensation ORGANIZATIONS — FPA 9,56,77,176, 
award 387; Oklahoma premium tax 418; 264,463; National Bureau of C & S. 
Illinois adjusters’ compensation 460. Underwriters 12,184; National Safety 
COMMISSIONERS — association 4,5,53, Council 23,336,443; Committee for Pro- 
tection of Industrial Plants 40; Fac- 


72,153, 168, 228, 301,328, 389,392,434; Ar- 
tory Insurance Assn. 48,247,465; Na- 


kansas 110; California  75,83,353,414, 
452; Connecticut 144,244,284,456; Ha- tional Fire Waste Council 51,116,261, 
wali 187; Idaho 17; Illinois 42,118,177; 463; Independent Fire Insurance Con- 
Kentucky 234,271; Maryland 171,379; ference (Canada) 57; U. S. Chamber of 
Massachusetts 306; Michigan 10,19,35, Commerce  60,103,229,337; Insurance 
410; Minnesota 250,432; Missouri 459; Accounting and Statistical Assn. 74, 
New Hampshire 155,230; New Jersey 145; American Management Assn. 79, 
24; New York = 29,257,349,377,403,444; 213,429; American Institute for Prop- 
Ohio 7,46,408; Oklahoma 190,316; Penn- erty & Liability Underwriters 89,278; 
sylvania 21,367; Rhode Island 90; South National Board of Fire Underwriters 
Dakota 108; Texas 69; Utah 85; Ver- 97,214,270; Assn. of Marine Underwrit- 
mont 164; Washington 313; Wisconsin ers 125; International Claim Assn. 132, 
162,183,317; Wyoming 104; Canada 276, 361; Special Libraries’ Assn. 138; Air 
382. ° Transport Assn. 149; NAUA 158,170; 
COMPANY RETIREMENTS — Ohio Un- National Assn. of Insurance Brokers 
derwriters 106; General Schuyler 289. 167; Underwriters Laboratories 174; 
‘DEATHS — Cronin 28; Chase 63; Hay- Federation Loss Managers Conference 
cock 92; Forshay 115; Danforth 121; 178; Insurance Advertising Conference 
Hedge 148; Higgins 206; Howell 222; 179; Assn. of Casualty & Surety Ex- 
Muller 243; Robbins 267; Whitney 292; ecutives 189; Midwest Safety Confer- 
Pearson 319; Campbell 335; Swain 394; ence 194; International Assn. of Insur- 
McLaughlin 420; Keyes 423; Button ance Counsel 200; Accident and Health 
<b Underwriters 202; American Bar Assn. 
207; National Assn. of Independent Ad- 
/} justers 209,375; Insurance Society of 
come tax 11; REA cooperatives 26, 193, New York 210; National Assn. of Cred- 
260,358; DPC agency allowance 33; it Men 226; Assn. of Insurance Attor- 
WPB rebuilding regulations 49; HOLC neys 273; National Assn. of Mutual 
liquidation 70; Clark appointment 91; Ins. Cos. 307; Assn. of Mutual Fire Ins. 
war damage 11,32,54,71,78,80,82,84,117, Engineers 333,428; Pa. Firemen’s 
124,129,156,166,199,245,413,447; 48 - hour Training Conference 334; Long Island 
work week 143,169; FDIC 146; crop in- College of Medicine 350,466; Insurance 
surance 150,236,287,325,365; OCD 15,288, Executives Assn. 364; Planning for 
239,372; Interstate Commerce Commis- Postwar 370; Federation of Mutual 
sion 180,315,324,453; War Manpower Fire Ins. Cos. 383; Fred S. James & Co. 


433. 
FEDERAL AGENCIES — Atlanta anti- 
trust 2,151,212,.309,346,416; Federal in- 


Commission 238; Navy Dept. air travel 
liability 246; Dr. Manes advisor to 
A.S.T.P. 281; Civil Aeronautics Author- 
ity 327; Navy insurance division 438. 


FIRE LOSSES — Fall River salvage 6; 


1942 fire losses 8; January fire losses 
41; February fire losses 93; Cocoanut 
Grove 107,136; March fire losses 134; 
April fire losses 197; fire prevention 
week 219; May fire losses 233; June 
fire losses 286; July fire losses 321; 
August fire losses 362; September fire 
losses 405; October fire losses 441. 

LEGISLATION — Georgia qualification 
bill 81; war exclusion clause 82,156, 


393; Firemen’s Fund 398; Los Angeles 
Bar 401; Casualty Actuarial Society 
402,445; Ins. Federation 412; Under- 
writers Assn. of D. C. 436; Pennsyl- 
vania Casualty 438; State War Inspec- 
tion Service 454; Insurance Managers 
Assn. of D. C. 455. 


POLICY FORMS — personal liability 


standardization 18; war _ exclusion 
clause 82,156,318; renewal certificates 
95,312,347; ride-sharing 112,203; resi- 
dence theft 130; collision form 158,170; 
N. Y¥. endorsement 173; Minnesota 


Standard fire policy 208; medical pay- 
ments 231; Arizona fire policy 237,357; 


Mississippi fire policy 248; farm em- 
Ployers liability 269,304,366; Montana 
fire policy 291; Iowa fire policy 296; 
New Mexico fire policy 300; Idaho fire 
policy 360; Nevada fire policy 381; 
Washington fire policy 384; Delaware 
fire policy 397; Oklahoma fire policy 
404; Ohio fire policy 421; Pa. Dwelling 
House Form 446; Hawaii fire policy 
448; Arizona fire policy 450. 


PREMIUMS — Canadian fire 73; U. S. 


fire 109; U. S. casualty 135; country- 
wide automobile 195; country-wide 
compensation 217; aviation 356; Mu- 
tual Directory 374. 


RATES — Arkansas compensation probe 


37; automobile 34; boiler 36; FIA dis- 
crimination 45; Texas compensation 16, 
62,294; Washington fire 3; Illinois equi- 
ty 61,461; group rating 66; War Dept. 
rating plan 131,255; W. C. graded ex-' 
pense 172,254,299,354,419,424,435; Kan- 
sas equity 201; N. Y. compensation 224; 
Oklahoma compensation 258,332; Indi- 
ana auto 274; Utah compensation 256; 
Kansas fire 308; Kentucky farm 341; 
Illinois fleet 373; Massachusetts auto 
ash. compensation 464. 


439; 
SELF INSURANCE — survey 14. 
SOCIAL SECURITY—National Resources 


Planning Board report 65; Canada 101; 
introduction of bill 185,220; AFL pro- 
gram 198,220; Beveridge visit 205; So- 
cial Security Board A & H survey 343; 
rates 417. 


STATE RULINGS — Mississippi DPC 


agency allowance 33; Minnesota mul- 
tiple writers 59; New Hampshire com- 
pensation endorsement 64; Ohio reci- 
procal powers 147; Kansas cancella- 
tion 186; Virginia licensing 188; Ten- 
nessee cancellation 2213 Michigan 
statement 275; Pennsylvania retalia- 
tory law 311; Mass. renewal certificates 
312; Ohio agents licenses 330; Illinois 
advertising claims 340; licensing of 
auto dealers 369; Missouri unauthor- 
ized insurance 385; Connecticut re- 
newal certificates 347; Iowa coercion 
390; N. H. surety powers 407; Indiana 
inland marine 415; Pa. dwelling house 
form Ohio ruling on “residents” 
449; Illinois inland marine 467. 


TAX — Rhode Island 20; federal income 


tax 11; Maine moratorium 94; Seattle 
290. 


TRAFFIC — 1942 auto death 39; Janu- 


ary-February auto death 67; financial 
responsibility 87,192,440; war transit 
pool 99; N. Y. responsibility law 102; 
traffic contest awards 111; ride-shar- 
ing 112,203; Canadian accidents 128; 
March auto death 163; Traffic Institute 
181; Pennsylvania assigned risk plan 
182; April auto death 216; May auto 
death 259; Michigan assigned risk plan 
277; Indiana assigned risk plan 285; 
Ohio assigned risk plan 302,380; motor 
earrier fire accidents 315; mechanical 
defect accidents 324; July auto death 
344; film safety awards 426; September 
traffic death 431; Post-war traffic com- 
mittee 443; Canada assigned risk 462. 


WAR DAMAGE — expense allowance 


11; war exclusion clause 32,82,156; 
company liability 54; premiums 71; 
money limits 78,166; glass reinsurance 
80; renewals 84,199,245,447; operations 
117; British 124,282; report 129; Can- 
adian 293,322; reserves 413. 


WORKMEN’S COMPENSATION — Ar- 


kansas 37; California probe 204,411; 
country-wide compensation experience 
217; New Hampshire 64; New York 105; 
Pepper bill 241; policy cancellation 
227; Oklahoma rates 258; Texas 16,62, 
294; Utah compensation plan 256; N. Y. 
State Fund 283; Pennsylvania retalia- 
tory ruling 311; overtime wages 345; 
Illinois industrial data 376; medical 
seminar 427. 
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Insurance to Safeguard Earnings 


Need of the Industrial World to Expand the Conception of 
‘“‘Use and Occupancy’? to Much Wider Limits Than Now 


PART Il 
BY P. D. BETTERLEY 


ConSULTANT FOR InsuRANCE BuyYERs 





In the first part of this article which ap- 
peared in our November issue Mr. Better- 
ley discussed the need for Use and Occu- 
pancy insurance and called attention to the 
lack of understanding of this coverage by 
many business men. He took up the various 
types of forms in this field as well as ac- 
counting methods leaving his suggestions 
for a more comprehensive policy to be 
taken up in this, our December number. 





Extent of Interruption 
— period of suspended opera- 
tions (loss of use) should be es- 
timated in advance as a basis for 
sound value. The effects of a casualty 
depend upon its origin, the section of 
premises disabled, the activities cur- 
tailed, the facilities for restoration, 
available replacements and substitute 
sources of production. There are 
vital parts in every plant where a 
greater shutdown loss may occur than 
in other sections and certain proc- 
esses entail greater effort to restore. 

Assuming that total destruction of 
the property did occur, the owner 
must replace as rapidly as possible 
for his own good. He would natur- 
ally complete such building units as 
would be most valuable to the busi- 
ness, commencing partial production 
long before the entire facilities are 
restored. The speed at which this is 
accomplished depends upon available 
supply of labor and materials, gov- 
ernment permits, and weather condi- 
tions. Replacement of equipment and 
raw materia! will vary according to 
the type and extent to which they are 
marketed. The terms of the policy 
require the use of surplus materials 
and equipment and rental of other 
premises to help reduce the loss—in 
other words it reduces the period of 
interruption. 

The foregoing factors force us to 
the conclusion that total suspension 
for a full year of time appears im- 
possible in nearly every case. If 
there are isolated cases where, from 
the nature of the business, partial 
production cannot be effected until 
the entire premises are rebuilt, it 
would seem comparatively easy to 
estimate the period of reconstruction 
and insure accordingly, whether it 
takes six months or more than the 
year. 

An influential factor in the extent 
of the shutdown period for many in- 
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—In the ruins, not only the ashes of stock and equipment, but of future profits 
and business prestige. 


sureds is the available production fa- 
cilities and supplies from outside 
sources. Take a newspaper .publish- 
ing business, a laundry or a bakery, 
as examples: They ought to maintain 
deliveries and naturally will do every- 
thing possible to accomplish the ob- 
jective. Usually there is a surplus of 
production facilities in such plants, 
which can be utilized for the benefit 
of those suffering an interruption 
loss in the same line of business. In 
consequence, there is no interruption 
of service and no use and occupancy 
loss of the common variety. They do 
suffer loss of earnings, however, and 
the method of insuring will be re- 
ferred to later. 


There is an interesting current 
problem in connection with the fore- 
going type of industries or any firm 
which finds it necessary to use its 
own delivery trucks. Because of war 


conditions, it is most difficult to ob- 


tain new vehicles, to hire substitutes, 
or to promptly repair damaged units. 
Recently, a drug manufacturer had 
three trucks damaged and found it 
impossible to make deliveries for a 
considerable time. The extent of in- 
terruption and resulting loss could be 
material. How is such a risk to be 
insured—is it coverable under the 
Fire Business Interruption policies of 


the main plant or must it be insured 
under a vehicle fleet policy? First 
one must find out whether the plant 
fire interruption policies are broad 
enough to include motor vehicles 
along with other equipment; second, 
are they actually garaged in buildings 
which are included in those policies. 
Obviously, this method does not pro- 
vide protection while the vehicles are 
on the highways, but in the latter case 
the yisk is usually limited to one ve- 
hicle in any single casualty. 

With the development of business 
through acquisition of several plant 
units the business interruption hazard 
has generally tessened. If there are 
interchangeable production facilities, 
the sales or delivery schedules of a 
damaged plant may be maintained by 
stepping up the operations of another 
unit, however there is no relief if all 
are operating to maximum capacity. 
If one or more plants in the group 
furnish materials or parts for others 
owned by the same policyholder, it 
would be possible to have an exten- 
sive shutdown of operations regard- 
less of normal interplant facilities. 
When certain units have reserve fa- 
cilities while others have none, the 
3usiness Interruption insurance 
needs of each plant-must be separate- 
ly considered. 
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The extent of interruption in any 
single production unit is affected by 
damage to power and processing 
equipment. Breakdown of a piece of 
equipment may stop operations in the 
entire plant, whereas a casualty in- 
volving the main buildings may not 
interfere with all production. Of 
course, there may be “bottleneck” 
processing operations within the 
plant, which govern maintenance of 
the whole schedule, but provision is 
usually made in the fire use and oc- 
cupancy valuation for major overall 
Since power and other equip- 
ment units are usually insured sepa- 
rately with time limits, it is essential 
to provide ample coverage under each 
policy to carry over the most severe 
shutdown period. In some cases cov- 
erage for loss of outside power must 
be obtained. 


losses. 


Currently there is great uncertainty 
as to extent of interruption, because 
of government war restrictions on 
material, equipment, and building re- 
placements. Even though a firm may 
have high priority rating, the prac- 
tical problem of delivery and avail- 
able labor is acute. 


The circumstances set forth above 
indicate that an accurate estimate of 
the interruption period is not easy 
and requires considerable delibera- 
tion. 

me J * 


Amount of Insurance 

HERE is no quick accurate 

formula for arriving at the 
amount of insurance to carry, yet to 
pick a figure by guess work is a most 
dangerous procedure. Someone has 
said that the Business Interruption 
amount may be based on 25% of the 
fire line on the same property—per- 
haps it will figure out that way in 
some instances, but merely by coin- 
cidence. We have noted percentages 
running from 10% to 100% 


When buying fire insurance exist-— 


ing values are used without. particu- 
lar concern as to whether the loss 
will occur in one section of the prem- 
ises or another. It is comparatively 
easy to arrive at the valuation, for 
there are definite physical properties 
to deal with. It is not so easy to es- 
timate the intangible interruption 
items based on future activities, but 
the hit or miss methods which we 
surmise have often been used when 
determining values, should be im- 
proved upon. It requires careful 
analysis and calculation — the usual 
books of account do not readily sup- 
ply the information. 


In commenting upon the various 
Accounting Methods we expressed 
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the opinion that adjusted gross earn- 
ings are the safest means of deter- 
mining a maximum insurable value, 
but a more accurate figure is obtained 
by analyzing individual expense 
items. The latter procedure was fol- 
lowed at the time of developing the 
Guaranteed Amount form and it is 
suggested that the reader review the 
sections on Type of Production Pol- 
icy Form, Extent of Interruption 
and Accounting Methods, because the 
amount of insurance depends greatly 
upon the use of certain policy forms, 
proper analysis of exposure, and 
method of evaluation. 


It will be noted that only the 
Guaranteed Amount form, up to the 
present time, permits the use of a 
flexible valuation basis. All others 
fix a limit of indemnity, such as the 
Per Diem Valued form, or have a co- 
insurance provision so that an arbi- 
trarily high amount based on a full 
year’s expenses and profits is re- 
quired of the insured. 


Modified values have been per- 
mitted in some instances, such as 
three months instead of a full year’s 
productive payroll, and for heat, light 
and power expense. This has reduced 
the maximum insurable value against 
which the coinsurance clause applies, 
thus reducing the hazard of being a 
contributor to a partial loss without 
carrying as great an excess of cov- 
erage as is necessary when a full 
year’s aggregate of expenses is used 
as a basis of value. We submit that 
this method cannot be uniformly ap- 
plied with equality for conditions 
vary in the insurable risks. 

Some insured employers might find 
it necessary to retain certain employ- 
ees six months, others three months, 
and another group one month. The 
insured ought to analyze, his payroll 
needs by departments of the business, 
and it is a mistake to consider “white 
collar” workers only need be re- 
tained. Why not insure on the ag- 
gregate value of those employees’ 
wages whether it be one or three 
months? Why arbitrarily set a time 
of three months? Again the length 
of time may vary according to the 
general scarcity of labor, from one 
week to a year. Surely under present 


war conditions there is a greater 
“value” under the item than nor- 
mally. 


In certain industries heat, light and 
power would be highly essential to 
preservation of stock or to maintain 
partial production, and if needed why 
not insure it, paying premium there- 
on, rather than to leave it out or have 
underwriters furnish protection 


? 


“free”: 





, 


These first “exceptions” to full 
amounts were said to be made because 
it was realized they could not be jus- 
tifiably included on the basis of one 
year! If there is need of adjust- 
ments on such expense items similar 
reasoning should prevail in relation to 
other items of expense. 


A “Work Sheet”? became an inte- 
gral part of the procedure when the 
Guaranteed Amount Form was initi- 
ated to show how the insured arrived 
at the amount of insurance value. It 
started as a three column sheet show- 
ing, (1) estimated value of overhead 
expenses item by item for one year; 
(2) less amounts by which these 
items would be discontinued under 
average shutdown conditions; and 
(3) the balance represented the es- 
timated continuing expenses. To the 
aggregate balance was added a “mis- 
cellaneous” item to cover forgotten 
and expediting expenses, and the net 
profits. Some items like payroll can 
best be approached by estimating 
what is to be continued rather than 
the portion that is to be discontinued, 
thereby giving the answer in column 
three before determining the figure to 
go in column two. Many items, how- 
ever, are more easily calculated in re- 
verse, finding the discontinuing value 
first as in the case of advertising ex- 
pense. It matters little which method 
is followed if the insured is careful 
and considerate, but it is our belief 
that the arrangement of figures as 
mentioned for the work sheet tend to 
bring out facts which the evaluator 
would otherwise overlook. Some 
form of work sheet is quite common- 
ly used now. 


Subsequently ‘the initial form of 
work sheet was generally abandoned 
for a form which (1) gave the ac- 
tual figures for the preceding year; 
(2) additions or subtractions accord- 
ing to insured’s estimate of coming 
year’s business and (3) the result be- 
came the insured value. This pro- 
cedure provided a “breakdown” ap- 
proach on each item, which was a 
good retaining feature, but it resulted 
in an inflated value, because it was 
based on a full year’s figure rather 
than expected loss experience. 


Reverting back to comments under 
“Extent of Interruption” it was 
pointed out that a full year’s shut- 
down was not a probability in case of 
complete destruction of buildings and 
equipment, but let us assume it could 
occur as certain underwriters contend 
—we still maintain there cannot be a 
loss equivalent to one full year’s total 
of overhead expenses and profits! 
The reason is that as the period of 
shutdown increases the ratio of loss 











to-one full year’s value figure de- 
creases—certain items of expense 
which would be continued for a short 
period of interruption will be discon- 
tinued when the period is long! 


Underwriters have contended the 
use of 80% of a year’s value as per- 
mitted in some cases, makes allow- 
ance for the foregoing discontinuance 
of expenses, but it is arbitrary. If 
an insured can show his needs are 
50% he ought not to be required to 
carry more. The buyer who found 
he had been sold 800% more Business 
Interruption insurance than he needed 
did not feel so good about the method 
of evaluation used by the insurer! 


Under “Extent of Interruption” it 
was emphasized that other producing 
facilities would decrease the time of 
shutdown, consequently loss-of-use 
value is also minimized. The under- 
writers having required insureds to 
utilize all possible facilities for re- 
storing production (and properly so), 
whether it be their own premises and 
equipment or that of others, ought to 
make allowances for such utilization 
in arriving at the insurable value. In- 
deed, it would seem that the conces- 
sion would serve as an incentive to 
the insured to exercise maximum in- 
genuity in reduction of losses. 


The facts are that such efforts and 
the “spread” of centrally owned busi- 
ness operations into multiple units 
may be carried so far as to entirely 
eliminate the need for Business In- 
terruption Insurance with a_ broad 
range of requirements in between. It 
is probable, however, that the unusual 
and maybe distant operations, will en- 
tail extra expenses above normal, for 
example transportation costs. The 
firm can obtain reimbursement for 
these by purchasing the so-called 
“Extra Expense” or “Outage” policy. 
The insured sum in this instance is 
the amount of estimated excess ex- 
penses. 


There will be cases where a com- 
bination of Business Interruption and 
I-xtra Expense coverage would be de- 
sirable to maintain gross earnings, to 
illustrate : The firm can produce goods 
feasibly by utilizing a portion of an- 
other plant’s working force and a cer- 
tain number of its own key employ- 
ees, the sales value of those goods 
taking care of the wages employed. 
Other employees of the insured must 
remain idle but should be retained to 
keep the organization intact, their 
wages being a proper continuing ex- 
pense collectible under a Business In- 
terruption Insurance policy. A single 
policy jointly covering these types of 
loss would be advantageous. 
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In summing up this all important 
phase of procedure, we should avoid, 
(1) arbitrary classification of ex- 
penses; (2) thoughtless elimination 
of any items; (3) uncertain time fac- 
tors; (4) unreliable fixed percent- 
ages; (5) hit or miss estimates. 
Kather we should (1) analyze the 
hazards, their effect, and need for 
insuring them; (2) evaluate the in- 
surable factors by individual units of 
operation, according to the usages of 
each; (3) allow for collective facili- 
ties and outside aid; and (4) insure 
for an aggregate amount sufficient to 
maintain normal income. 


The Cost 


HE cost of Business Interrup- 

tion Insurance is low in compari- 
son with some coverages, but there is 
natural resentment over payment of 
a premium on values which are not 
subject to loss such as has been 
pointed out. A buyer becomes a skep- 
tic when he discovers that he is pay- 
ing on a full year’s expenses and 
profits valuation basis the same as his 
business associate, yet would be shut- 
down for only a brief period, because 
he has other available production fa- 
cilities. 

He may pay little attention to the 
rate per hundred dollars and has little 
concern regarding the technical un- 
derwriting methods, but he is inter- 
ested in the ultimate cost of protec- 
tion. If he pays on more insurance 
than he requires, it automatically in- 
creases the cost of that portion of 
coverage he actually needs. Whether 
excess insurance, and cost, is due to 
the method of computing values; and 
premium, or just plain sales pressure, 
the results are detrimental to the in- 
surance business with the probability 
that many will not buy coverage 
when they actually need it. 


It was common some years ago to 
have Use and Occupancy rates based 
on 75% of fire rates on the same 
property, although more recently the 
percentage has been lowered some- 
what on occasion. It may be an ap- 
propriate percentage in some _ in- 
stances, but appears to be arbitrary 
and without regard to hazards, con- 
sequently not commensurate with pos- 
sibility of loss. There are a multi- 
tude of factors governing but to il- 
lustrate: (1) A plant is subject to a 
low fire rate owing to excellent con- 
struction, protection, lack of expos- 
ure from within or without, but has 
a vulnerable power plant supplying 
all its requirements, the loss of it 
producing a long period of interrup- 
tion. The fire loss is relatively small 


December, 1943—17 


so that low rate may be considered 
adequate, but 75% of that is insuffi- 
cient to logically cover shutdown 
losses therefore the underwriters 
lose; (2) in another case the fire loss 
possibility may be substantial involv- 
ing stored finished merchandise or 
partially processed goods which can 
be produced elsewhere. There will 
be a relatively light interruption loss 
consequently 75% of the high fire 
rate will be out of proportion, and the 
insured loses. 


Fire rates are supposed to reflect 
the hazards—why not formulate busi- 
ness interruption rates in a similar 
manner? Turning back to the sub- 
ject of values—it is logical to insure 
for the maximum possible loss in case 
of fire, yet the rates are said to large- 
ly reflect the average experience of 
the country with some modifications 
to fit local conditions. Apparently, 
business interruption insurance is not 
on such basis when underwriters say 
the average period of interruption is 
three months, and buyers are re- 
quired to evaluate to the extent of 
80% or higher of one full year’s ex- 
penses and profits!’ A more equitable 
distribution of the insurance cost 
could be made. The logic of one 
buyer and doubtless there are many 
others, was expressed in this fashion, 
“ft don’t mind buying insurance but 
expect to collect what I pay for, no 
more and no less!” 


Recently an announcement of in- 
surers was to the effect that 100% 
additional premium would be charged 
if buyers wanted their interruption 
insurance benefits continued when de- 
lay in restoration was caused by Gov- 
ernment refusal of permit to build. 
This*has been received with emphatic 
complaints and justly so, the move 
having all the earmarks of (1) dis- 
crimination, (2) inappropriateness, 
perhaps induced by war hysteria, and 
(3) camouflage. 


There can be no argument that li- 
ability under unrestricted policies may 
be abnormal due to difficulties: of re- 
placement of properties or delays 
even when priorities are liberally 
granted, yet they cannot be double 
that of normal times, nor double that 
accruing for the primary interruption 
risk. 

First of all, some underwriting 
sources are exempt from the ruling, 
evidence enough that all policyhold- 
ers are not being treated alike. Sec- 
ondly, there are varying degrees of 
priority ratings enabling some in- 
sureds to restore facilities sooner than 
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others, therefore the premium charge 
should be less for them. 


A 100% increase is not appropriate 
because the hazards are not doubled, 
(1) the elements of catastrophe loss 
are missing; (2) a long period of in- 
terruption would mean a curtailment 
of continuing expenses as compared 
to a shorter period; (3) if the in- 
sured was engaged in essential war 
work it would be logical for the gov- 
ernment to expedite recovery; (4) 
the chances are a firm so low in pri- 
ority list that it could not replace its 
facilities within a year would be out 
of business for the duration anyway, 
and (5) if the emergency which gives 
rise to the delays, ceases before the 
policy expires, there is collection of 
premium without risk. 


Providing the supercharge is made 
because of overall increases in inter- 
ruption losses, it is an imposition of 
costs under a misleading definition, 
assessing those sources of insurance 
income which ought not to be taxed. 
Assuming a firm wishes to buy a 
three year policy and it is “sur- 
charged” proportionately, in such an 
event there is a much greater assess- 
ment than is justified, and if the ex- 
tended time policy is not available the 
usual benefits of such a contract are 
also denied the buyer. Neither should 
we overlook the fact that the As- 
sumption of Risk clause does not 
necessarily provide benefits for an 
indefinite time—if the primary risk 
coverage is restricted as to time.so is 
the extended coverage. 


Since it may conceivably be diffi- 
cult to determine in advance whether 
a deferred loss will occur or the de- 
gree of it is problematical, is it not 
appropriate to make the usual pre- 
mium charge on issuance of policy 
and collect a supplemental premium if 
and when the liability is actually as- 
sumed? There would always be pri- 
mary loss payments from which the 
extra charge could be deducted by the 
underwriters. By that time the facts 
as to continued interruption would be 
clarified. A sliding scale of percent- 
ages could apparently .be applied to 
the primary premium varying with 
the length of time for which supple- 
mental benefits are paid. Obviously 
such a project contemplates loss set- 
tlements on the installment plan, 
which is quite appropriate. 
Adjustment of Loss 

Determining loss under a Use and 
Occupancy policy requires delibera- 
tion and a reciprocal attitude. It is 


JourRNAL OF AMERICAN INSURANCE 


comparatively easy to prove certain 
items because it will be evident that 
some expenses are being continued 
for which there is no service, while 
it requires careful consideration of 
many factors to properly allocate 
some overhead items and profits. 


The value of a work sheet in mak- 
ing up a proof of loss should not be 
underrated, especially if the form 
used shows reasonable detail of ex- 
penses. This does not mean that the 
last reported values should be taken 
as the measure of the current loss, 
but those frequent evaluation esti- 
mates assist the claimant in determin- 
ing the classes of expenses to be col- 
lected. 


There should not be any lengthy 
waiting period before benefits com- 
inence for the heaviest expenses will 
occur during the early period of in- 
terruption. If the interruption is to 
continue for a long period, payments 
on account will facilitate resumption 
of activities and result in a more 
equitable settlement on an actual-loss- 
sustained basis. 


Conclusion 


HE inescapable conclusion is that 

there ought to be a wider applica- 
tion of Business Interruption Insur- 
ance, that earnings are not fully pro- 
tected in a logical manner. There is 
much misunderstanding of the sub- 
ject in buyer, producer and under- 
writing groups. Cooperative research 
by members of these groups would do 
much to educate the public to the 
need of protection, to develop cover- 
age forms which would be under- 
standable, to apply equitable rates and 
valuation methods. 


The real purpose of earnings in- 
surance is to protect individuals or 
groups against loss of earning capac- 
ity, to safeguard the income of prop- 
erty owners, producers, manufactur- 
ers, merchants and business institu- 
tions generally, to furnish reasonable 
guarantee of interest return on in- 
vested capital. 


The most unstabilized line of cov- 
erage is production interruption in- 
surance more commonly known as 
Use and Occupancy Insurance. Eco- 
nomic conditions require full, flexible 
coverage, automatic in character and 
simplified. At present there are nu- 


merous contract forms and methods 
of procedure often resulting in over- 
The emergency surcharge 


insurance. 





for continued protection when Gov- 
ernment. regulation slows up recov- 
ery operations, is an example of in- 
equitable charges. The buyers’ needs 
should be analyzed! 


The measure of loss exposure is 
the effect on gross earnings, which is 
not necessarily comparable to any 
given period of time such as one year, 
any percentage of earnings, nor value 
of the property involved. Facilities 
for restoration of production or serv- 
ice largely determine the degree of 
risk. The extent of interruption in 
terms of time depends a good deal 
upon the type of property damaged, 
location of casualty, relation of pro- 
duction facilities to other sources of 
supply, natural divisions of processes, 
and ability to restore sections of de- 
stroyed property which may be used 
before entire premises are rebuilt. 


Since the measure of loss is vari- 
able and the elements of value are in- 
tangible future expenses and profits, 
the amount of insurance is a subject 
of much conjecture. Two facts are 
certain, (1) no fixed loss value can 
be accurately predetermined as is at- 
tempted in the per diem form of pol- 
icy, and (2) the application of co- 
insurance is inequitable. 


The valuation basis should be ad- 
justed expenses plus profits, avoiding 
arbitrary expense or time factors. 
The sound value, in other words, is 
equivalent to actual loss sustainable 
and insurable. A work sheet, com- 
piling estimated figures at least every 
six months, tends to bring out facts, 
to create common understanding, 
and eases the loss adjustment pro- 
cedure. 


To develop an insurable value 
commensurate with the needs of 
many buyers, it is essential to use a 
policy such as the Guaranteed 
Amount form. This would accom- 
plish a more equitable distribution of 
costs. Indemnity is for the actual 
loss sustained, and preferably payable 
on the instalment plan as the loss fac- 
tors become known. 


While Business Interruption In- 
surance is a complicated subject, 
there is no reason why the problem 
cannot be solved. Nothing ever was 
accomplished without thinking, plan- 
ning and doing. It is a logical con- 
clusion that if buyers learn to buy, 
sellers learn to sell what is needed, 
and underwriters formulate practical 
coverage, all seeking to produce in- 
surance which will cover the real 
need for each individual case, we will 
then have secured protection worthy 
of our efforts. 
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EW developments in insur- 
N ance coverages and imminent 

problems for insurance com- 
panies and agents to solve were dis- 
cussed at the first annual conference 
of the Mutual Insurance Agents As- 
sociation of New England on No- 
vember 6th at the Hotel Statler, 
Boston. 

Nearly 200 representatives of mu- 
tual insurance from the six New 
England heard Chase M. 
Smith, 
general 
counsel of 
the Lum- 
bermens 
Mutual 
Casualty 
co; . os 
Chicago, 
comment 
on nine 
problems on which the insurance 
business should expect a rapid evolu- 
tion after the war. 

The Association went on record as 
“reiterating its belief in the right of 
the several states to control and regu- 
late the business” and supported the 
stand of the executive committee of 
the National Association of Insur- 
ance Commissioners, although no 
mention was made of the Bailey-Van 
Nuys bill. 

The members also resolved to back 
all “just and equitable agency quali- 
fication laws or requirements” and 
pledged their support and coopera- 
tion to other organizations seeking 
the same end. In another resolution, 
the officers were called on to appoint 
a postwar planning committee “to 
start drafting immediately a program 
to assist and bring up-to-date those 
(members of the armed forces) re- 
turning to the business; to make 
every effort to absorb as many addi- 
tional persons as possible seeking em- 
ployment in insurance; to keep apace 
of new developments in research and 
industry and to cooperate with insur- 
ance companies in developing new 
coverages.” 

Elliott P. Curtis of Stamford, 
Connecticut was elected president; 
George D. Wheatley of Abington, 
Mass., vice-president for New Eng- 
land; John M. Tulley of Worcester, 
Mass., secretary-treasurer. 

Mr. Smith, in discussing “What’s 
Ahead” for insurance, said he ex- 
pected the following to meet rapid 
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evolution after the war: Federal leg- 
islation; regulation of rates for fire 
and casualty insurance; broadening 
of insurance company powers and the 
writing of comprehensive policies; 
improvement of the fire insurance pol- 
icy; development of a scientific rate- 
making theory in fire insurance which 
is geared to experience development ; 
the place and function of the agency 
system; influence of the social se- 
curity ideas upon the insurance busi- 
ness; preservation of small business, 
and postwar enterprises. 

“Our protection will lie in the pub- 
lic consciousness that we are doing a 
good job,” he declared, “that insur- 
ance company coverages have been 
improved; that the rates are right; 
that the expense is justified by serv- 
ice, and that the business is a com- 
petitive one. I do not believe that 
there will be an economic revolution 
in the United States or a revolution 
in the insurance business, or a revo- 
lution in the mutual insurance busi- 
ness. I look for change, progress, 
struggle, work, good times and bad 
times in the future just as we have 
always known them. Our future will 
be, by and large, what we make it.” 


OGER KENNEY, insurance ed- 

itor of the United States In- 
vestor, after reviewing agents’ prob- 
lems generally, discussed the present 
insurance bills now before Congress 
and made further comments on the 
fire rating situation in the United 
States. He said in part: 

“T refer on the one hand to the 
Justice Department’s suit against the 
fire companies, and on the other to 
the bills introduced into Congress 
looking toward the exemption of the 
insurance business from the workings 
of the Antitrust laws. 

“Far be it from me to try to fore- 
cast the results in either sphere—the 
United States Supreme Court — or 
Congress. But this much seems rea- 
sonably certain—win, lose or draw, 
the rating procedure in the fire in- 
surance business is in line for an 
overhauling either by the government 
or the companies — or both. And 
while it might be said—and has been 
said—that the Justice Department’s 
suit is in no way pointed toward the 
agent, the latter cannot escape the 
effects of any revision of rating prac- 
tices. * * * 
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“* * * the smarter people in the 
fire insurance fraternity have come to 
realize that the reason why the Jus- 
tice Department has been able to at- 
tack the industry on so many fronts 
simultaneously lies in the fact that 
rate - making has been regarded 
through the years as a purely section- 
al matter—with local considerations 
playing altogether too large a part in 
the decisions and rulings of the vari- 
ous rate-making bodies. In good, 
plain language, there has been no na- 
tional pattern—no super-council to 
lay down guiding principles. As a 
result, local jealousies and prejudices 
have determined the course of all too 
many rate-making discussions, there- 
by enabling malcontents both with- 
in and without the industry to cry 
out ‘discrimination’ and ‘monopoly.’ 

“To cure all this, it is now pro- 
posed by certain people in the indus- 
try to establish a National Council 
on Fire Insurance Rates somewhat 
after the pattern of the National 
Council on Compensation Insurance. 
And mind you, this Council would 
promulgate rates which include a load 
factor for expenses—instead of ‘pure 
rates —the purpose being to do away 
with all this pulling and hauling 
which we witness in different parts 


a 





of the country where loading is left 
for the local bodies to decide. * * *” 


As to countersignature laws he de- 
clared : 


“And now, you ask: Do the agents 
realize the serious threat to their fu- 
ture welfare involved in this pincer 
movement which is closing in on 
them from both the government and 
the companies’ side? I think they 
do! But some of their actions hardly 
seem destined to extricate them from 
the unenviable situation in which 
they find themselves. Quite the con- 
trary, for in altogether too many in- 
stances they are behaving like the 
proverbial dog with the sore head. 


(Continued on page 23) 
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COMMISSIONERS MEETING 


(Continued from page 4) 


for Departments to make sound de- 
cisions on the complicated rating pro- 
gram proposed by the National Coun- 
cil on Compensation Insurance. He 
criticized the various retrospective 
rating plans and war department rat- 
ing plans because of their complex 
departure from the normal, and the 
time and attention it took to under- 
stand and administer them. 


William F. Roeber, general man- 
ager of the Council pointed out that 
a trend factor was being considered 
by the Council to replace the contin- 
gency loading. No conclusion had 
been reached he said, but it was his 
opinion that the new factor would be 
coupled with a flat factor to show 
both minuses and pluses 


C. A. Gough of New Jersey pro- 
posed a new subcommittee to hold 
meetings with a committee of the Na- 
tion Council. The suggested person- 
nel of this body brought forth pro- 
longed discussion led by Commission- 
er Garrison of California who 
thought there should be two groups, 
one East and one West which would 
study the needs of different geo- 
graphical locations and finally come 
together for decisions. This idea was 
at last not accepted but did have 
weight in influencing the probable ac- 
tion of the Committee. 


N a par with the interest in 

the compensation hearing was 
the rush of the crowd toward the 
meeting of the committee having to 
do with federal regulation. John 
Sharp Williams, 3rd, Commissioner 
from Mississippi and Chairman of 
the Committee first called on J. R. 
Berry, general counsel of the Na- 
tional Board to explain his views of 
the insurance bills now before Con- 
gress. Mr. Berry said the whole 
matter was not one of any easy solu- 
tion but that his organization had 
considered it best to tackle the most 
important problems first and for that 
reason the legislation had been lim- 
ited to references to the Sherman Act 
and the Clayton Act. 


Following was A. V. Gruhn of the 
American Mutual Alliance who stated 
his sympathy with the idea of strictly 
preserving states rights but emphat- 
ically disagreeing that the bills in the 
present form would accomplish that 
result. He pointed to the possibility, 
and in his mind the certainty, that 
should the bills be put through as 
now worded the insurance industry 
would be open to regulation by other 
acts affecting commerce including the 
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Federal Trade Commission Act and 
the National Labor Relations Act. 

At a postponed session Ray Mur- 
phy of the Association of Casualty 
and Surety Executives briefly stated 
his sympathy with Mr. Berry’s view 
but explained that the bills did not 
come from his organization. 

Bruce Sheppard of the Association 
of Life Presidents said his group had 
not acted specifically on the bills but 
read a resolution having to do with 
support of the principle of state reg- 
ulation. 


Ralph Kastner of the American 
Life Convention expressed a similar 
view. Walter Bennett of the Na- 
tional Association of Insurance 
Agents told the Committee that his 
organization would actively support 
the bills as they are and would en- 
deavor to interest Senators and mem- 
bers of the House in the passage of 
the legislation. 

A representative of the Fraternals 
stated that his group favored state 
regulation but did not amplify their 
view further. 

After Commissioner Dineen, Mc- 
Cormack, Fraizer and Williams dis- 
cussed the subject with each other 
and with various previous speakers 
called for restatements, the question 
was left for the Committee to decide 
in executive session, what kind of a 
resolution should be suggested to the 
general convention. This was an- 
nounced at the last session of the con- 
vention. After reciting the progress 
of insurance under state regulations, 
it said in its final key paragraph: 

Now, Therefore, Be It Resolved that 
the National Association of Insurance 
Commissioners hereby reaffirms its faith 
and conviction that the regulation of the 
insurance business should be reserved to 
the several states and that the super- 
visors of insurance of the several states 
be urged to continue théir study of 
pending or proposed federal legislation 
touching the business of insurance, all 
to the end that they may protect the 
policyholders of their respective states 
and guard against any attempt to usurp 
the sovereign power of the several states 
or weaken the American system of free 
enterprise. 

Interstate rating received an airing 
at the hands of the Committee with 
J. Herbert Graves, Commissioner 
from Arkansas, Chairman. Finally 
adjudged to be a problem too hard 
to crack at the moment the discussion 
however, developed into one of the 
most interesting of the convention. 


It was explained that the two re- 
ports filed at the Boston meeting giv- 
ing the views of groups of casualty 
companies and groups of fire com- 
panies had not yet been acted upon. 
William Leslie, manager of the Na- 
tional Bureau of Casualty and Surety 





Underwriters spoke for the casualty 
companies and Chase Smith, counsel 
of the National Retailers Mutual rep- 
resented the fire companies. The lat- 
ter summed up the attitude of the 
carriers as still waiting to have the 
Commissioners tell what is legal. 


Commissioner Harrington replied 
with pointed criticism of the com- 
panies for not submitting adequate 
supporting data to enable the Com- 
missioners to check on the matter of 
expense loading. He declared that 
if this were not done soon some of 
the Commissioners were ready to 
make an independent study and reach 
their own conclusions. He charged 
that nothing had been done by the 
companies in the 28 years of talking 
about the matter. 


The company men explained that 
it was not practical to figure expense 
on each risk and that a general form- 
ula had to be worked out. Also, it 
was said that the whole question was 
affected by a lack of uniformity in 
state laws and that a first step in solv- 
ing interstate troubles would be for 
everybody concerned to sponsor the 
necessary legislation. There was a 
good deal of heat generated in the 
meeting and more may be looked for 
at the Chicago session in June after 
the Committee has considered the 
probiem further. 


ee @ @ 
AN referred to on another page, a 


subcommittee on laws and leg- 
islation under the chairmanship of 
Seth B. Thompson, the Commission- 
er from Oregon had for its most dis- 
cussed subject the question of agents’ 
qualification and countersignature ar- 
rangements. There had been an at- 
tempt to formulate a uniform bill to 
be introduced in the various states 
but the members reported that this 
had not been found feasible at this 
time. However, a resolution was 
adopted which put the matter of 
compensation of agents for counter- 
signing purposes up to agreement be- 
tween the companies and the produc- 
ers. Ina statement of guiding prin- 
ciples it was declared that salaried 
representatives should have equal 
rights of solicitation with commis- 
sioned agents. 

Commissioner Dineen of New 
York called the valuation of securi- 
ties committee together and the main 
question discussed was the value to 
be placed on bonds received in ex- 
change in a reorganization, the sug- 
gestion having been made that the 
cost of such bond be entered as the 
actual market value at the time of de- 
livery. It was decided to refer the 


proposal to a subcommittee which 











will hold hearings beginning Decem- 
ber 15th. 

Commissioner Harrington took up 
the question of the difficulty in valu- 
ing insurance company stocks that 
are not quoted in the market and are 
indeed substantially owned by a sub- 
sidiary or other company. He sug- 
gested that the New York law might 
need to be changed in this respect 
because at present it calls for valua- 
tions which do not reflect what may 
be realistic figures. Commissioner 
Hodges of North Carolina referred 
to an example he encountered in ex- 
amining statements in his department 
where a certain stock was pyramided 
in value at several times the amount 
which seemed proper. The New York 
Commissioner agreed that the subject 
would bear looking into at the De- 
cember meeting and that remedial 
legislation might be proposed if 
found necessary. 

Commissioner Lockhart of Texas 
pointed to possible inaccurate valua- 
tions of certain bonds which com- 
panies had been known to buy at a 
low figure and then at once putting 
them into their lists at par. This was 
also referred to the coming meeting. 

The full text of the Committee re- 
port was not immediately available 
and will be printed later. 

The examinations committee with 
Jess G. Read, Commissioner of Ok- 
lahoma in the Chair, discussed a 
number of subjects at considerable 
length. Commissioner Lockhart of 
Texas put in a plea for trained ex- 
aminers in State Departments as op- 
posed to the idea of turning over 
such work to private accounting con- 
cerns. Vice-President H. B. Stell- 
wagen, Indemnity of North America 
called attention to the necessity of 
seeing to it that there is no duplica- 
tion of work in examination proced- 
ures. He stated that a great deal of 
time might be saved if work was bet- 
ter planned and especially if there 
was uniformity in the use of form- 
ulae in computing claim reserves. 

Several Commissioners including 
Fraizer of Nebraska and Gough of 
New Jersey emphasized that in the 
main examinations are conducted ac- 
cording to a very high standard and 
that year by year the procedures had 
improved. 

Commissioner Lockhart added a 
suggestion that book values of mort- 
gage loans should be carefully 
checked. 

Unauthorized insurance was again 
considered by a committee headed by 
Commissioner Burt of South Dakota. 
Commissioner Scheufler of Missouri 
told of a plan which had been tried 
in his state. This brought up a 
suggested procedure by. which a 
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commissioner would accept service 
for any suit brought by a claimant 
against an unlicensed company doing 
business by mail in other states. It 
was asked whether the claimant 
would have to go to the company’s 
domicile state to try the suit but the 
Missouri official answered that com- 
panies in his state have agreed to ap- 
pear in the insured’s state if a suit is 
filed. The Committee commended 
the effort of the commissioner to 
solve a troubling question but could 
not see the way clear to make a defi- 
nite recommendation since it was 
brought out by Commissioner Hodges 
of North Carolina and others that 
the idea might encourage a company 
to enter a state without being form- 
ally licensed. It was deplored . that 
the writing of unauthorized insurance 
is rapidly increasing, particularly in 
sections of the country where labor 
organizations solicit insurance on 
plain applications which are then 
taken to companies that can be in- 
duced to write the policy. No defi- 
nite solution for this trouble was 
found. 

At Tuesday’s general session Pres- 
ident Harrington introduced Judge 
John B. Gontrum as the speaker of 
the morning, referring to him as one 
of the most progressive and useful 
officials that the Association had ever 
had. The Judge was eloquent in his 
tribute to the work of his former as- 
sociates in the Commissioners organ- 
ization. Further he called attention 
to the-growing need of the insurance 
industry, and particularly the Com- 
missioners, to meet the challenge of 
federal regulation now becoming evi- 
dent in Washington. His statement 
of the case for states rights was very 
specific and direct and brought an 
ovation at the conclusion of his ad- 
dress. 


* e@ e 
OMMISSIONER McCormack, 
chairman of the Fire Preven- 


tion Committee held a meeting to 
hear a report on the progress of the 
state war inspection service plan 
working in connection with an army 
officer board headed by General U. S. 
Grant, III. It was stated that the 
work was already well under way in 
8 states and that in many others the 
plan for protection of essential in- 
dustry plants through fire preven- 
tion inspecting activities was about 
to begin. 

The Health and Accident Commit- 
tee made recommendations for uni- 
form procedures and copies of the re- 
port will go to all Departments. In- 
dustrial or group policies were not 
included. 

J. M. Guertin, Actuary of the New 
Jersey Department, presented a re- 
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port as Chairman of a special sub- 
committee on uniform treatment of 
federal income and excess profit 
taxes. It was recommended that fire 
and casualty companies should be 
permitted to enter such disburse- 
ments either in the miscellaneous ex- 
hibits or in the underwriting or in- 
vestment exhibits but that if they are 
shown in the latter two exhibits they 
must be apportioned according to the 
source of the income taxed. This 
recommendation generally was ap- 
proved by the Blanks Committee 
which said that there would be no 
need to change the present blank and 
that a circular letter will be sent to 
all companies embodying special in- 
structions. Various questions con- 
cerning technical features of loss re- 
serves, held over from the Boston 
meeting for study, were again re- 
ferred to the executive committee for 
future action. 

As last year, the filing time for 
schedules was extended but this time 
was limited to 30 days instead of 60 
days from March Ist. 

The Social Security committee 
meeting roused vigorous discussion 
but ended with no definite conclusion 
in the way of official recommenda- 
tions. Commissioner Jones of Illinois, 
chairman of the subcommittee as- 
signed to this matter gave full oppor- 
tunity for members to expand their 
views. As a consensus there was a 
general reluctance to put such a com- 
prehensive program as has recently 
been proposed into the hands of the 
federal government with all the im- 
plications of regimentation which 
some opponents of the plan read into 
it. 

The group hospitalization and clin- 
ical service committee was in charge 
of Commissioner Neel of Pennsyl- 
vania and after hearing reports from 
several members who referred to 
vague laws and lack of information 
on various subjects including ade- 
quacy of hospital facilities in times of 
epidemics, the desire of some hos- 
pital service plans to pay cash bene- 
fits in lieu of service and the extent 
of services to be given, the Commit- 
tee decided to ask the American Med- 
ical Association and certain hospital 
associations to appear at a joint meet- 
ing with the Commissioners group 
at a date to be announced. 

The life insurance committee dis- 
cussed agents commissions but took 
no action on the subject. A new in- 
dustrial insurance bill for submission 
to state legislatures was approved. 

Commissioner William A. Sullivan 
of Washington called a meeting of 
the fraternal committee which re- 

(Continued on page 23) 
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HE 8th annual meeting of the 
| Industrial Hygiene Foundation 
held at Mellon Institute at 
Pittsburgh, Pennsylvania, November 
10 and 11, 1943 attracted the largest 
attendance the organization ever had 
—over 500 being registered. The 
heightened interest was probably a 
reflection of the complications which 
the rush of war work has brought 
about in industrial plants. 


A speech by Charles F. Kettering, 
vice-president of General Motors 
Corporation, was easily the feature 
of the entire meeting from a popular 
standpoint. Embellished with a unique 
wit and sparkling turn of expression 
he made a plea for the encourage- 
ment of research and the development 
of new ideas no matter by whom they 
were first brought to attention. 


He said: 


“The hardest thing to teach any young 
research worker is to erase what is 
wrong. Don’t be afraid to change your 
mind. Fail intelligently and you have a 
chance of success.” 

He emphasized this by telling of 
his own experience in developing the 
Diesel engine. He related that: 

“It was forty years old when I got 
ahold of it. I spent ten years analyzing 
it—a sort of intellectual golf game—be- 
fore I was able to shake it down and say 
here are the fundamental things about 
Sg 

Referring to the strictly medical 
field he declared : 

“In medicine—you know how little we 
know about anything. We always talk 
about what we know and not about what 
we don’t know. The biggest obstacle 
the research man faces is getting beyond 
the piace where others have arrived. As 
long as we have progressive and aggres- 
sive sentiments then we'll be going 
someplace.” 


He was very definite in his ideas 
about the importance of the common 
cold as a major manpower problem. 
Criticizing the doctors somewhat he 
said that “it’s too lowgrade for high- 
grade physicians to work on.” He 
believed that most workers under- 
estimate the seriousness of the cold 
and that this attitude multiplies the 
danger from its inroads. He said he 
felt conviriced that the cause of the 
common cold when it is finally dis- 
covered will probably be something 
very much simpler than anyone now 
suspects. 


He warned that a prolific cause of 
accidents is to be found in changing 


routines on strictly mechanical jobs. 
He said such variations should be 
done only after intelligent observa- 
tion and in such manner as not to 
endanger employees if they should 
suddenly fall back into old habits. It 
was his experience that industrial hy- 
giene can do wonders in keeping up 
the morale of industry and thus help 
to keep production totals at high 
levels. He pointed out that the for- 
mulation of a fundamental man-hour 
basis in industry had been one of the 
most valuable results of research in 
recent years. In conclusion he praised 
the Industrial Hygiene Foundation as 
an exceedingly valuable organization 
in working out the solution of mod- 
ern problems. 


The remainder of the program was 
devoted to subjects quite technical, 
leaning mostly to the medical side. 
An interesting session was devoted to 
the subject of putting the veteran 
back to work; special emphasis be- 
ing laid on the needs of disabled 
soldiers, but the whole subject was 
well covered. Industry was strongly 
urged to plan ahead for re-employ- 
ing those who are now in the service. 
Colonel J. N. Andrews, Executive 
Officer of the Re-Employment Divi- 
sion, National Selective Service Sys- 
tem, supplied the interesting informa- 
tion that over 600,000 men had been 
released from the armed forces since 
September 16, 1940 and only one of 
these has had to appeal to the United 
States attorney in charge to compel 
his employer to give him his job back. 

In relation to women employees in 
general the contention was that the 
matter of periodic absences and even 
the keeping of pregnant women on 
the job was of less importance as a 
problem than popularly supposed. 
The former notion that nothing could 
be done to reduce the number of such 
absences was said to spring from in- 
accurate observation. Many cases 
were cited by authorities present 
showing that the promoting of a 
proper mental attitude had caused 
valuable employees to stay on essen- 
tial work. 


The general subject of health haz- 
ards in war industries was dealt with 
exhaustively, but the point of most 
interest was a report of a study of 
silicosis by Dr. L. U. Gardner and 
Dr. Geo. Wright. Their discussions, 
in connection also with a paper by 


O. S. Sander, developed several bits 
of information which were hailed as 
startling. These were (1) iron fumes 
occasioned by welding operations 
were shown to have made markings 
on the lungs which in X-ray pictures 
looked like silicosis but were in real- 
ity harmless, (2) even in the presence 
of known lung impairment there was 
no evidence that welding operations 
had the effect of advancing the proc- 
ess of the disease present (3) treat- 
ment of silicosis by having the patient 
inhale aluminum dust has shown 
marked results in arresting the prog- 
ress of the disease especially in early 
stages—and the treatment had an ex- 
ceptionally good effect on the morale 
of the patient. 


R. EDWARD J. STIEGLITZ 

had a unique view of the value 
of the older employee. He said the 
younger person may have more speed, 
but the older more endurance. Also 
the older men often had knowledge 
invaluable to a concern, and his wel- 
fare should be therefore carefully 
guarded. This is especially so with 
the executive type. He declared in 
part that: 


“Aging was long taken for granted. 
The false notions that senescense is all 
decline, that it is merely the precursor 
of senility and death and that nothing 
can be done about it are still held far 
too commonly. The aged, like taxes, 
have always been with us, but never in 
such alarming numbers as today. * * * 
The radical changes in population struc- 
ture are of great significance to every 
man, woman and child in this great coun- 
try, but most particularly they are of 
moment to industry. Our people are 
quickly growing older, both collectively 
and individually. 


“The essential elements which must 
be kept in mind are that (1) aging intro- 
duces changes, which are not necessarily 
in the direction of impairment of useful- 
ness; (2) biologic age may differ widely 
from chronologic age; (3) with advanc- 
ing age there is increasing variation be- 
tween individuals; (4) health analysis 
of senescent persons requires far greater 
individualization and thoroughness of 
search than in younger persons and (5) 
preventive health measures must like- 
wise be individual rather than merely 
environmental. * * * 


“Many organizations now go to great 
length to insure that new, young em- 
ployees are carefully screened so that 
each peg shall be fitted into a hole ap- 
propriate to the contour of the worker’s 
character and capacity. This is splendid 
so far as it goes. But it doesn’t go far 
enough. For all too frequently once the 
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peg is carefully fitted into the proper 
hole, it is left there and forgotten. As time 
goes on the job remains the same but 
the man does not. He changes with 
age. As he changes the fit between man 
and job often gets worse and worse. 
Consequently friction arises: friction 
causes inefficiency in the operation of 
the human machine as in any other. 
Work accomplished is reduced and the 
worker is affected to his. detriment by 
emotional stresses, the origin of which 
both he and his foreman usually fail to 
recognize. 

“The first and loudest objection which 
will be raised against this suggestion is 
that ‘you can’t teach an old dog new 
tricks.’ This objection is totally invalid 
because the assertion is utterly false. 
This erroneous concept has already done 
immeasurable harm and retarded man’s 
development of man more than any other 
influence. Careful scientific studies of the 
rate of learning in relation to age have 
conclusively demonstrated that the de- 
preciation is very minor, once the inertia 
introduced by this false concept is re- 
moved. The rate of learning at 80 is 
about the same as at 12, with the peak 
at 22. What depreciates one’s ability to 
learn far more than age per se is disuse of 
the faculty. If no effort to learn is made 
after cessation of formal schooling, the 
ability quickly atrophies; if the practice 
of study is continued it declines very 
very slowly. 

“There is little qualitative change in 
personalities with aging, but rather in- 
tensification and fixation of long stand- 
ing characteristics. The talkative ‘sales- 
man’ becomes more garrulous, the 
curious research scientist becomes more 
curious still, the opinionated zealot be- 
comes an: intolerably bigotted fanatic 
and the tolerant, wise director acquires 
increasing understanding of personali- 
ties.” , 
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HERE was a good paper on 

“Exposure of Men to Heat” and 
also on “Control Measures in Indus- 
trial Plants.” Speaking of the im- 
portant matter of acclimatization it 
was said that: 

“This phenomenon occurs both with 
moist heat in the region of body temper- 
ature and dry heat at temperatures well 
above body temperature. In both cases, 
adjustment takes place rapidly, and is 
completed to a high degree in a week of 
continuous exposure with graded work. 
The exact nature of the adjustment has 
not been fully described. 

An interesting account was given 
by Dr. Julius A. Vogel, plant physi- 
cian of the Jones & Laughlin Steel 
Corp., of having produced a usable 
form of penicillin, “the wonder drug” 
by employing common kitchen uten- 
sils and materials, all at an initial cost 
of less than five dollars. 

The western Pennsylvania chapter 
of the American Society of Safety 
Engineers took advantage of the oc- 
casion to held a meeting of their own 
one evening after the regular Foun- 
dation program had closed. 

James A. Purdy, director of safety 
engineering of the Michigan Mutual 
Liability Company was the chief 
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speaker and in an address bright with 
humorous illustrations and serious 
with sage advice he told of ways and 
means of superintending the welfare 
of personnel generally. 

He said there were five types of 
major errors, that is, “(a) doing the 
wrong thing, (b) failing to do the 
right thing, (c) over-doing or nag- 
ging, (d) wrong timing—doing the 
right thing but too soon or too late, 
(e) doing too little of the right thing, 
(failing to assume responsibility or 
applying authority). “He analyzed” 
various types of people —the fat, 
slow - moving happy - go- lucky em- 
ployee—persons who love to quarrel 
the various types of people—the fat, 
‘give it a yank and to H--- with it,’ 
and the grouch who should be sent 
to a clinic to find out what in the 
world is the matter with him.” 


His conclusion was that the safety 
man should evaluate men for their 
ability and fitness with the same 
painstaking care as you do a new ma- 
chine or a new tool—“be sure they 
match up with the other members of 
their group, avoid human misfits.” 

The Foundation’s meeting was un- 
doubtedly one of the most hardwork- 
ing conventions of the season and the 
management is to be congratulated on 
the results obtained. Certainly any 
one interested in industrial hygiene 
or allied subjects would do well to 
look into the advantages of taking out 
membership. 





MUTUAL AGENTS MEET 


(Continued from page 19) 


Just plain cantankerous — with more 
disposition to bemoan their fate and 
act impetuously than to sit down and 
figure out an intelligent solution of 
their problems. 

‘* * * An outstanding example of 
what I have in mind is to be found 
in the widespread adoption in recent 
years of the so-called countersigna- 
ture laws. If ever there was a mon- 
ument to greed among agents — if 
ever there was a situation likely to 
lose sympathy for the agents in this 
life and death struggle in which they 
are now engaged, it is right here. 

“Either the fundamental principle 
of countersignature laws is correct— 
or it is not. And I don’t think that 
it is—not so long as these laws pro- 
vide for gathering in extra dollars in 
commissions for so-called ‘resident 
agents’ without a single mention be- 
ing made as to what that agent shall 
do for his commission — outside of 
signing his name to the policy. 

“More to the point would it be if 
agents forgot these countersignature 
laws in these troublous days and bent 
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their energies toward building up 
goodwill among the policy-buying 
public.” 

W. Bruce Adams, vice-president 
and secretary of the Fitchburg Mu- 
tual Fire Insurance Co., and presi- 
dent of the Mutual Fire Insurance 
Association of New England, said 
that now the purposes of the associa- 
tion are known, and that they will 
supplement rather than replace exist- 
ing organizations, the members could 
expect fullest cooperation from the 
companies. 

Other speakers were: Edmund S. 
Cogswell, first deputy commissioner 
of insurance of Massachusetts; H. 
M. Wardwell, vice-president of the 
Middlessex Mutual Fire Insurance 
Co., and manager of the New Eng- 
land general agency of the Utica Mu- 
tual, who spoke on the new residence 
burglary policy; Joseph L. Gagan, 
Merchants Mutual Casualty Co., who 
discussed accounting and taxes; J. 
Frank Scannell, vice-president of the 
Lumbermen’s Mutual Casualty Co., 
who warned against the dangers of 
self insurance in discussing work- 
men’s compensation, and L. B. Moore 
of O’Brion Russell & Company, Bos- 
ton agency, who discussed inland ma- 
rine. George M. Williamson, vice- 
president of the Merchants Mutual 
Casualty Co.; Martin P. Luthy, vice- 
president of the Lumbermen’s Mutu- 
al; Norman MacDonald, executive di- 
rector of the Massachusetts Federa- 
tion of Taxpayers Associations, who 
was critical of the public relations 
policies of insurance companies, and 
Leonard J. Raymond, president of 
Dickie-Raymond, Inc., who told the 
agents how to use direct mail adver- 
tising advantageously. 


COMMISSIONERS MEETING 


(Continued from page 21) 

ported that a resolution was adopted 
recommending that a special commit- 
tee meet sometime within the next 
few months with-the National Fra- 
ternal Congress to discuss problems 
and bring suggestions to the next 
session. 

An insurance industry committee 
headed by John A. Diemand, an- 
nounced that hearings on questions 
having to do with multiple lines and 
post-war complications, would be 
held at frequent intervals until cer- 
tain questions were fully considered. 

Some of the committee meetings 
were held exclusively in executive 
session and a number of committee 
reports were not filed in time to make 
them available to the press as to their 
actual texts. These and such others 
as were too lengthy to be included in 
this summary will be printed in a 
subsequent issue. 
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N important landmark in the 
history of insurance education 
was set up by the awarding of 

the C.P.C.U. designation to the first 
candidates who successfully passed 
the examination provided under the 
sponsorship of the American Insti- 
tute—the occasions being luncheons 
given in New York and Chicago on 
November 16 ‘and 17 respectively. 
From the eastern section those hon- 
ored at a meeting at the Bankers’ 
Club in New York City were F. Har- 
man Chegwidden, Camden, New Jer- 
sey; E. Adrian Teaf, Philadelphia, 
Pennsylvania ; and Abraham J. Wohl- 
reich, Newark, N. J. At a similar 
gathering at the Hotel Sherman in 
Chicago, Robert M. Babbitt, Chicago, 
Frederick D. Leete, Jr., Indianapolis, 
and Robert F. Sommer, Chicago, 
were given the awards. 


John A. North, vice-president of 
the Phoenix of Hartford who is pres- 
ident of the American Institute spoke 
on “Building Public Confidence,” 
saying in part: 


“You who have made the effort to im- 
prove yourself, to add bricks and mortar 
to your turrets and svrires, and volun- 
tarily have sought the channels of ad- 
vanced education to better serve your 
clients can appreciate what free educa- 
tion means. I mean free from biased 
propaganda, free from political control, 
or government subsidy. There is a 
strong element bent on subsidizing all 
education. The battle must still go on be- 
cause the danger of federal, subsidized 
education has not been dissipated. The 
movement to establish The American 
Institute for Property and Liability Un- 
derwriters under private enterprise and 
with teachers untrammelled by regimen- 
tation was crystallized none too soon. 
Whether the forces believing in free ed- 
ucation are sufficiently articulate to reg- 
ister their oppesition successfully re- 
mains to be seen. * * * 

“* * * The American Institute intends 
to foster a program and provide a ve- 
hicle for self-improvement among qual- 
ified men and women that they may 
grasp those opportunities, accept the in- 
escapable risks that go with them, and 
meet the challenge squarely.” 

Dr. Harry J. Loman, Dean of the 
Institute gave the charge to the can- 
didates and presented the diplomas. 
The ceremony was an impressive one 
denoting the appearance of a new ele- 
ment in insurance service, contain- 
ing as it did the following declara- 
tion: 


“In all of my business dealings and 
activities I agree to abide by the follow- 
ing rules of professional conduct: 
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“T shall strive at all times to ascer- 
tain and understand the needs of those 
whom I serve and act as if their inter- 
ests were my own; and 

“T shall do all in my power to main- 
tain and uphold a standard of honor and 
integrity that will reflect credit on the 
business in which I am engaged.” 


Highlight paragraphs from Dean 
Loman’s address were: 


“The prime objective of the Institute 
is the development of career insurance 
personnel. As in all other career build- 
ing efforts education is the cornerstone. 
This fact is quickly gleaned from the 
statement of purposes contained in the 
Institute’s Charter. Since I shall give 
you some indication of the way these 
purposes are being carried out, it is ap- 
propriate to repeat them at this time. 
They are: 

1. To establish educational stand- 
ards and administer them so _ that 
properly qualified property and casu- 
alty underwriters shall be recognized 
with a professional designation; 


2. To encourage and foster the 
training of students in educational in- 
stitutions and under competent in- 
structors in qualified groups outside 
educational institutions for the career 
of professional property and casualty 
underwriters; and 


3. To cooperate with educational 
institutions in general property and 
casualty insurance education. 


“Obviously these purposes embrace 
long range objectives, the full benefit of 


which will not be realized for many 
years. How- 
ever, I think 
you should 
know that dur- 
ing the first 


year of opera- 
tion of the In- 
stitute substan- 
tial progress 
has been made 
with reference 
to each of 
them. * * * 





“The general nature of the educational 
requirements was prescribed by the 
Board of Trustees when the Institute 
was founded. Briefly they consist of: 
at least a four-year high school educa- 
tion, and the passing of five examina- 
tions given by the Institute. The sub- 
ject matter of the five examinations was 
outlined broadly in a curriculum which 
was also prescribed by the Trustees at 
the time of founding. Even though 
most of you are no doubt familiar with 
its contents, a few of its features should 
be emphasized. 


“First, it is designed to make certain 
that the insurance business will have a 
flow of personnel that are master crafts- 
men, possessing not only a knowledge 
of the technicalities of insurance but also 
a broad understanding of related busi- 










ness subjects. This is shown by the five- 
fold division of the curriculum in which 
the first two parts cover ‘Insurance Prin- 
ciples and Practices’ and the other three 


are devoted to ‘General Education, in- 
cluding Economics and Government’, 
‘Law — consisting of General Business 
Law and Insurance Law’, and ‘Finance, 
Management and Accounting’. 


“Secondly, the curriculum utilizes the 
subject matter of many of the time 
tested courses now offered in colleges 
of commerce and business administra- 
tion.- Not only are these courses appro- 
priate for our purposes but it signifies 
to the institutions of higher learning that 
the insurance business is seeking broadly 
trained personnel. Moreover, it simpli- 
fies the process of getting them to offer 
the additional courses in insurance that 
are needed to round out a ‘major’ in 
insurance. 


“Thirdly, it is arranged so that the 
preparation for, and the taking of the 
examinations can be spread over a pe- 
riod of years. (Unless previous formal 
training and experience are exceptional 
three or four years is suggested for those 
who are concurrently engaged in mak- 
ing a living. The sequence in which the 


examinations are taken is immaterial.) 
x *k * 


“This C.P.C.U. designation should not 
be confused with an academic degree. 
Successful completion of a prescribed 
course of instruction usually leads to 
such a degree, but the educational hur- 
dles are only a part of the requirements 
of the American Institute. Before the 
C.P.C.U. is granted, in addition to the 
educational requirement, a candidate 
must submit evidence of high moral 
character and at least three years of 
satisfactory insurance experience. 


“From the description that has pre- 
ceded, it is evident that the American 
Institute should not be labeled ‘just an- 
other educational project’. Actually it is 
‘an organization for establishing and ad- 
ministering standards for career person- 
nel in property and casualty insurance’. 
It does not conduct any courses itself.” 

A similar ceremony was enacted at 
the Chicago meeting, the preliminary 
speaker being Holgar Johnson, Pres- 
ident of the Life Insurance Institute. 
The presentation of diplomas and the 
charge to the candidates was in the 
capable hands of Dr. S. S. Huebner, 
Chairman of the Board of the Amer- 
ican Institute, who in a brief but 
effective address emphasized the sig- 
nificance of the C.P.C.U. project get- 
ting under way. Dr. Huebner was 
the original moving spirit behind both 
the American College of Life Under- 
writers and the new organization, and 
his appearance at the Chicago meet- 
ing was highly appreciated by the in- 
surance fraternity in that city. 

















ask fore FOR INDUSTRY 


Like a mighty battle fleet ready for offensive or 
defensive action, this Company’s program of 


protection and prevention is clearing the produc- 
tion lanes of industrial accidents and diseases. 


Its Safety Engineering units are seeking out the 
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mechanical and human failures that cause acci- 
dents, which waste vital manpewer and delay 
wartime production. It’s an ever vigilant Task 
Force, preventing accident losses by hazard 
elimination for organizations protected by this 
Company’s Workmen’s Compensation Insurance. 
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HE saw him off to the fighting front with a smile... 
and came back in sadness to a home filled with 
memories, but empty of the one who helped create them. 


Yet her smile did not lie . . . Presently her head will lift 
—for faith and courage are her great American heritage. 


. . . Pride will nourish her months of anxious loneli- 
ness—pride not only in the one she’s waiting for, but in 
the sacrifices millions of others are making too—and 
not in vain! 


Her belief in America, like that of the men who are risk- 


* 


ing their lives, is a belief that you and I are doing our 
part. Is it fitting to repay that trust by measuring the 
dollars we invest in victory and saying: “This much 


and no more is my share’? 
Remember this: We can speed the day when her heart 
will be filléd with gladness that will spread throughout 
the world. We need only obey, as often as we can, 
this self-imposed command: 


Buy the EXTRA bonds that will hasten 
his victorious return. 
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